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AVAILABILITY OF GUARANTEED HOUSING LOANS IN 
THE SOUTHWEST 


MONDAY, DECEMBER 7, 1953 


Pursuant to direction of the chairman of the subcommittee of the 
House Veterans’ Affairs Committee, the committee met at 9:30 a. m., 
Ed Edmondson, Second District of Oklahoma, presiding. 

Present: Olin E. Teague, Sixth District of Texas. John Jarman, 
Fifth District of Oklahoma. Oliver E. Meadows, professional aide to 
the committee. 

Also present: Victor Wickersham, Sixth District of Oklahoma. 


MORNING SESSION 


Mr. EpMonpson. The committee will come to order, and in order 
that we will know who is here and what the purposes of the meeting 
are, I’d like to make just a preliminary statement. 

This is a Subcommittee on Housing of the House Veterans’ Affairs 
Committee. It is sitting by direction of the chairman of the subcom- 
mittee, Congressman Wilham Ayres, of Ohio, who unforunately, is 
not able to be with us this morning. Congressman Olin Teague, of 
Texas, is a ranking member of the Veterans’ Affairs Committee of the 
House and he is also a member of the Housing subcommittee. He is 
on my right here. 

Congressman Jarman, of Oklahoma, 5th District, has been kind 
enough to let us use his facilities here at the time of preparation for 
this hearing and is sitting in with us to give us the benefit of his advice 
and information about the local situation. 

Mr. Meadows, Oliver Meadows, is a staff member of the House 
Veterans’ Affairs Committee and he is on my left and is here to assist 
in the questioning and to give us aid in connection with this hearing. 

I would like to make it very clear at the start that we are here for 
information and for facts about the GI housing program and home 
loan program in Oklahoma. We are not here to attempt to embarrass 
anyone or to put anybody on the spot about anything. We are after 
facts. We would like to have, where you gentlemen who are ac- 
quainted with the situation or in a position to give it, your advice, 
your recommendations about the program and about its future. It 
is the duty of our subcommittee to make recommendations to the full 
House Veterans’ Affairs Committee in connection with the housing 
program and legislation for the housing program, and in that con- 
nection we have held hearings in Cleveland and in Cincinnati, and in 
the last year or two in different parts of the United States, to inquire 
into all kinds of things in connection with the GI housing program. 

We have taken an interest in the discounting situation on home 
loans. We have been interested in the past in building defects where 
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there has been a substantial showing of them. We have been inter- 
ested most recently in the interest rate that is charged on GI loans, 
on the effect of the increase in the interest rate that took place recently. 
We are interested in anything bearing directly upon the question of 
the GI home loan program and the success or failure of it in Oklahoma, 
and from here we intend to go to Texas to hold hearings in San 
Antonio on the ninth. 

We are deeply appreciative to all of you who have come to help us 
out in this endeavor, and we hope it will be possible to hear at length 
from every person here who has any information to give us in con- 
nection with the program. 

Before we get into the actual questioning of any witnesses, I would 
like to call on Congressman Jarman to see if he has anything he 
would like to say for the record, and I want to tell him we deeply 
appreciate his courtesy to the committee, not only in connection with 
the arrangements but also the tour of the veterans’ hospital here this 
morning which he arranged for us. 

Mr. Jarman. 

Mr. Jarman. Mr. Chairman, I certainly want to welcome the com- 
mittee and the i to ts bt th Congressional District of Oklahoma. 
The subject matter of ‘aring is tremendously important to us 
locally, in the State sal ‘ile over the nation, and we all recognize that 
to be true. And I want to express apprec iation to so many of the 
citizens of our State who have volunteered to appear before the com- 
mittee and present evidence on this subject of great importance. 

| know in speaking for our district in this State, we can assure the 
committee of any coope ration We can give in furnishing the informa- 
tion for the committee for final determination of the matter. 

Mr. EpmMonpson. Thank you very much. I would like to place in 
the record a telegram received by the committee this morning from 
Congressman Page Belcher who had been invited to be present with 
us, and he has informed us by telegram that a previous commitment 
has made it impossible for him to be with us, but he wants his regrets 
delivered to the members of the subcommittee and I would like to put 
that in the record. 

( Thereupon the document was marked “Exhibit No. 1” for identi- 
fication and received in evidence. ) 

Mr. Epmonpson. In the course of the hearing, we hope to hear all 
of the different groups who are interested in the GI home loan picture. 
We thought it would probably be convenient and also orderly in the 
development of information if we began by hearing from the Vet- 
erans’ Administration facilities who have the facts and figures in 
hand with regard to the loan program in this State, and we are 
fortunate in having representatives from both the Veterans’ Admin- 
istration regional office in Oklahoma City and Muskogee. I don’t 
know whether Mr. Cleckler wants to make the statement or Mr. 
Gilstrap. 

Mr. Cieckuer. Mr. Gilstrap will represent the Oklahoma City 
office. ,. 

Mr. Epmonpson. We appreciate, Mr. Cleckler, having you with us 
and we will call on Mr. Lewey Gilstrap. ak 

Mr. Creckxier. Mr. Chairman, I might also add that we have with 
us a representative from our Appraisal Section and Mr. Gilstrap’s 
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assistant, and these gentlemen will be available throughout the com- 
mittee hearing for information or any other assistance we can give 
you. 

Mr. Epmonpson. Thank you very much. 

Mr. Gilstrap, will you come up and have a chair here, please, sir. 


STATEMENT OF LEWEY 0. GILSTRAP, OKLAHOMA CITY, OKLA. 


Mr. Epmonpson. Would you state your name, please, sir, and 
your official connection with the Government. 

Mr. Gitsrrap. I have a prepared statement if I may read it. 

Mr. Epmonpson. All right. 

Mr. Gitstrap. Mr. Chairman, and members of the committee: 

My name is Lewey O. Gilstrap. I am loan guaranty officer of the 
Veterans’ Administration, Oklahoma City regional office. Our juris- 
diction covers the west 47 counties of Oklahoma. Under the direct 
administrative supervision of the regional manager, I am responsible 
for the proper administration of the loan guaranty program in this 
regional area. 

It is our understanding, Mr. Chairman, that this committee, at this 
hearing, is primarily interested in the reported lag in GI housing in 
Oklahoma, that is, the falling off of the number of GI loans being 
guaranteed. 

In order that you may have an overall picture of the program as 
it is proceeding at this time, we should like to give you the figures for 
the past few years on the number and amounts of home loans guar- 
anteed through our office, as well as direct loans made by this office. 

As of November 26, 1953, we had guaranteed 43,614 home loans in 
the amount of $263,309,605.00. 

I have listed here the totals for 4 years only; for 1950, 1951, 1952, 
and 1953. 


Guaranteed home loans 


Year Number of Amount of 

loans loans 
1950 11, 509 $A7, 101, 880 
1951 24 177 
1952 4 ASS 1). 153. OOR 
1953 (to N 8 692, 935 


Mr. Tracur. Mr. Gilstrap, may I ask you a question there. 

Could you tell us some reason for this drop? Was it a lack of 
requests for loans or was it avail: ability of money. What was the pre- 
dominant reason for the drop in the number of loans? 

Mr. Giistrap. Well, I couldn’t tell you exactly. It probably was a 
combination. 

Mr. Tracur. You don’t know anything about the number of applica- 
tions you had for loans in those years? 

Mr. Giustrap. Well, the oa would be proportionate to the 
amount of guaranty, because—well, I don’t know why the applications 
decreased except we took care of all of them that applied up the re, It 
might have been on lack of funds. 

Mr. Teacur. What about this year, up tothrough November? Have 
you been able to take care of most of the applications? Has there 
been money available or has there been a lack of money? 
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Mr. Giisrrap. As far as our being able to take care of the applica- 
tions, we have been able to take care of the applications. 

Mr. Tracue. But vi qo! have anv information as to the availa- 
bility of money ? 


Mr. Giistrar. No, only what I hear 


Mr. Tracur. What do you hear’ 
Mr. Guusrrap. IT hear that the lenders and the builders that I talk 
with sav that funds are not available, particularly at par. I know 


that they are getting some money, but they are having to pay a discount 
for it. 
Mr. Tracur. That’s all, thank you 

Mr. Guistrap. Belov et forth the number of loans guaranteed and 
the amounts thereof, each month since January 1, 1953. I have listed 
all these just to give an idea as to the monthly operations. These are 
loans actually closed and guaranteed. 





1 aaron Number Amount 

! — of loan | of loans 
Januar 399 g 78. 150 July 310 | $2, 808. 130 
February 2 August 208 2, 655, 850 
M R46, 8 eptember 418 3, 702, 405 
Apr 340 28 WS October 366 3, 374, 655 
Mav TH 08, THO November 326 | 2, 961, 490 
Jur ) | 


Mr. Epmonpson. This statistical summary would indicate that you 
would probably anticipate for the balance of the year some 300 or 400 
additional loans, in the balance of the year. 

Mr. Giisrrap. Yes, sir. 

Mr. Epmonpson. So it would leave a total for 1953 of probably 
around 600 loans below the total for 1952, wouldn’t you say 2 

Mr. Gitsrrap. Yes, sir; that would be about right. 

Mr. Epmonpson. I notice on page 2 you have the same information 
on the direct loans. 

Mr. Gitsrrap. For the same years, yes sir; from 1950 to 1953, in- 
clusive, to November. 

Mr. EpMONDSON. Based on the fivure SO far viven on that—and I 
assume that your 1953 figures are also up to November 26. 

Mr. Giusrrap. Yes, sir. 

Mr. Epmonpson. You will probably have a slight increase in your 
direct loan program for the entire year of 1953 over 1952, won’t you ? 

Mr. Gitsrrap. Yes, sir. <A total of 278 direct loans for $1,861,684 
since the beginning of the program have been made. We now have 
on hand 51 applicat ions for direct loans, 23 of which are in the process 
of closing and the other 28 pending in various stages. 

I might say here that in addition to these 51 applications that are 
pending, we have out in the hands of veterans approximately 150 ap- 
plications that we have sent out in the past 2 or 3 months that have not 
been submitted to us. 

Mr. Epmonpson. How did you select the veterans to send those out 
to, Mr. Gilstrap ? 

Mr. Giistrap. Well, the veterans contact us either by letter or per- 
sonally and we give them the application blank at the time. 

Mr. Epmonpson. I see. It is in response to their inquiry about a 
loan, then ? 


——_— ae 


GUARANTEED HOUSING LOANS IN THE SOUTHWEST 2961 


Mr. Girsrrar. Yes. 

Mr. Treacur. Mr. Gilstrap, what part of your 47 counties do direct 
loans pertain to? 

Mr. Girstrap. Well, 46 of the 47. 

Mr. Tracur. 46 of the 47? 

Mr. Gitsrrap. Are eligible except in, oh, probably 15 of those coun- 
ties, the county seat towns like, oh, Ardmore, Altus and Ponca City, 
Stillwater, Shawnee and towns like that, are not eligible. Some of 
the larger towns in our region are not eligible, but in the county, all 
counties are eligible except Oklahoma County with the exception of 
those rather large cities, towns. 

We receive approximately $200,000 each quarter for direct loans. 
We have no backlog in this office other than those mentioned in the 
process. 

Mr. Tracur. Do you believe, Mr. Gilstrap, this is a true picture of 
the situation in Oklahoma, in your part of Oklahoma? By that : 
mean do you think the GI’s have heard there is no money avail: abl 
and do not apply or do you believe that those that are interested i 
buying a home have applied as far as direct loans are concerned ? 

Mr. Gitsrrap. I believe there are a substantial amount of veterans 
who would probably like a loan, but for some reason have not applied 
or they do not know they are available in the smaller communities. 

Mr. Epmonpson. Do you have many applications here in Oklahoma 
County for direct loans ? 

Mr. Giisrrap. Occasionally someone will inquire about it, but I 
don’t believe we’d have enough money in direct loans to even consider 
taking care of Oklahoma County, because probably 66, 65 percent of 
our applications come from Oklahoma County for GI loans, a large 
percentage of them. 

Mr. EpmMonpson. If you eliminated the metropolitan area of Okla- 
homa City as you have in some of these other counties, is there any 
reason why the rural area of Oklahoma County should be handled 
differently than the rural area of some of these other counties? 

Mr. Giisrrap. There are quite a few homes being built in the suburbs 
of Oklahoma City, large subdivisions which I don’t believe—— 

Mr. EpmMonpson. When you get out of the actual suburbs of the 
city, is the guaranteed loan available, you think, in Oklahoma County ¢ 

Mr. Gitsrrar. You mean all the city, Midwest City or Bethany or 
Edmond or—— 

Mr. Epmonpson. Yes. 

Mr. Giusrrap. Actually in the 46 counties, if we were to allocate 
funds geographically for each county, there wouldn’t be over 2 or 

loans per county per quarter, so I don’t believe there would be 
enough money at the rate we are getting the money allocated to us 
now to take care of Oklahoma County. 

Mr. Epmonpson. You are getting that direct loan money out and 
not having any carryover on it? 

Mr. Giistrap. Yes, sir. Yes, we are able to lend all the money that 
we get. 

Mr. Epmonpson. Thank you. 

Mr. Gustrap. If the above figures are not sufficient for your pur- 
pose, we shall be glad to furnish your committee with the breakdowns 
you desire. 
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Here it may be noted for what it may be worth to your committee 
that during the period of high production rate of GI ‘houses over the 


country, generally, this region was in the upper 10 localities in the 
Nation. Such a high rate of production no doubt would tend to 
emphasize the lag that may be noticeable at this time, since no doubt 


have: eireads served a larger percent of eligible veterans than has 
the average regional office. 

Accord ng tore por ts received from le nders, the loans that are being 
sold and not held in lenders’ own portfolio are being sold at a dis- 
count, or are being p ee or warehoused. Only 1 loan was reported 
sold direct for 90 percent; 14 were pledged for 90 percent, and 16 were 
ware a for 90 percent. 

That is since July when the first reports were made. 

Seas were pledged for 9214 percent; 11 were pledged for 94 
percent; 4 were pledged for 95 percent; 44 were pledged for 9514 
percent; 3 sold direct for 96 percent ; and the remainder sold or 
pledged for 97 and 98 percent, except 2 > sold for 99 percent. 

Mr. Epmonpson. Could I interrupt you at that point? When you 
use the term “pledge” and “ware hous ed” are you meaning the same 
thing by “pledge” and “warehoused” 

Mr. Gusrrap. Well, there is Sakshi might not know the exact 
meaning of the two, but my idea, when you pledge them, they are to 
repurchase them. I mean it is an agreement to take them back. 
Maybe they are hypothecated. Maybe if they warehouse them, there 
is an agreement with the pledgee that after a certain length of time, 
if they should sell those loans for a higher percentage of profit than 
the warehouse agreement called for, they could take those loans back 
that way and then if they didn’t sell them for more than 90, we will 
say, then they had them warehoused, that that bank would keep them. 

Mr. Epmonpson. I see. 

Mr. Gitsrrap. Without any further agreement. 

Although we do not have the exact figures at this time, we estimate 
that there is a down payment made in approximately 15 percent of the 
loans, averaging around 5 percent down. 

Insofar as the transition from the 4 percent rate to the 414 percent 
rate of interest is concerned, we did not notice any difference except 
possibly an increase in the number of loans being made by savings and 
loan associations. 

Of course, right at that time that the change was made was when 
money began tightening up and the number of applications that we 
rece sived began dropping off. 

Mr. Epmonpson. You mean at the present time in 85 percent of the 
loans, no down payment is being required in this area ¢ 

Mr. Giuisrrap. That’s right. 

Mr. Epmonpson. And only around 5 percent is an average down 
payment ¢ 

Mr. Gustrap. About the average down payment. I don’t have the 
exact figures on that, but that’s what we estimate it. We could 
give you the exact figures on that if the committee desires them. 

Mr. Epmonpson. If the exact figures represent any deviation from 
this thing, any substantial deviation from this statement. I would like 
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to have them, but if they conform to this pretty largely, I don’t think 
there would be any need for it 

Mr. Gitsrrap. Well, we will check that for you. 

Mr. Epmonpson. All right. 

Mr. Gusrrap. As to the number of units presently being inspected 
by approved compliance inspectors, since June 1, 1953, we have re- 
ceived 1,112 first inspections, averaging about 185 per month. 

Since our function is primarily to administer the law and the cen 
tral office rules, regulations, and directives based on the law, we feel 
that we must be limited to a factual statement of the operation of the 
program. We have available detailed statistical information cover- 
ing most important aspects of the loan-guaranty program in our area 
of jurisdiction. We shall be happy to provide the ¢ ommittee any fur- 
ther information we have concerning the administration of the pro- 
gram, 

Our chief appraiser, Mr. Eugene Wheeler, is present and has some 
statistics relative to the number of requests for appraisals according 
to the price range, or cost of the houses, for the past few years if the 
committee desires this information. 

Mr. Epmonpson. Does he have a prepared statement? Do you 
know whether Mr. Wheeler has a prepared statement ? 

Mr. Gustrap. Yes. 

Do you have that statement ? 

Mr. Jarman. I have no questions, but I think it would be helpful if 
the committee could have the figures on the number of applications 
for loans. You have listed the number of loans and the amount of the 
loans, Mr. Gilstrap, but I would think for the periods in this, if you 
have the information readily available, that the number of applica- 
tions would complete the picture as to the number of veterans who 
have applied for the loans that the office has handled. 

Mr. Giristrar. We will be glad to get them, Mr. Jarman, but we 
don’t have them with us right now. 

Mr. Jarman. I understood from your statement that you had those 
statistics available in the office, and I think it would be fine. 

Mr. Grisrrar. We have them in the office and can furnish them. 

Mr. Epmonpson. At this time I want to place in the record the 
statistical summary for 1950, 1951, 1952, and 1953 on the price range 
of construction in the area served by the Oklahoma City regional 
office. 

(Thereupon the document was marked “Exhibit No. 2” for identi- 
fication and received in evidence.) 

Mr. GitstrapP. Could I get a little more definite information on what 
period you would like covered on the number of applications? 

Mr. JarMan. Well, in your original statement, in your statement 
you indicated the years 1950, 1951, 1952, and 1953. I think for that 
same period it would complete the picture to know how many applica- 
tions from veterans have been made and then you list the number of 
loans that had been handled and the amounts. That’s what I'd have 
in mind. 

Mr. Tracur. Mr. Gilstrap, over on page 2 you spoke of how many 
loans were made in the en riod of high production and that “no doubt 
we have already served a larger percent of eligible veterans than 
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has the average regional office.” What Mr. Jarman, and what I was 
interested in, is whether or not the number of loans give us a pic- 
ture of the loans here in Oklahoma. Maybe other witnesses will give us 
more information about that, but how many are getting loans and how 
many are applying for loans? In other words, to me this doesn’t give 
the complete picture of loans here in Oklahoma. 

Mr. Jarman. So this figure actually reflects the exact number ¢ 

Mr. Giusrrap. I wouldn’t say the exact number. It reflects the 
exact number other than those that were denied because of insufficient 
income or they were withdrawn for one purpose or another which is 
a small percentage. 
Mr. Epmonxson. I notice this breakdown on price ranges of houses 


shot that vour decline in the construction of houses under $10,000 
has been much more abrupt in the past year than it was in the house 
range the 10 to 12 and over $12,000 range; isn’t that correct 4 


Mr. Giusrrapr. That’s what it reflects; yes, sir. 
Mr. EpmMonpstron. Do you account for that in any particular way 


or in several ways? Could you give us what your understanding of 
th on for that is? 

Mr. Girustrap. No, I couldn't. 

Mr. Epmonpson. For example, in 1952, apparently 3,421 houses 
were approved for loans 1 S10 ) fioure, while in 1953 only 
1.733 had been approved thi oh November, and that compares with 


bl ( 

the 1952 total in the range of 10,000 to 12,00 of 796 houses in 1952 in 
this range, and 702 in 1953 in that range, which indicates possibly 

‘ange you might have as many houses this year by the time 
the year is out as you had in 1952. Is it the lowered demand for the 
low-cost house or is it the fact that building costs have risen so much 
that they are not able to build the low-cost house? What is the story 
on that? ‘ 

Mr. Gusrrap. I don’t know. Maybe Mr. Wheeler might analyze 
that statement a little better than I could, because he talks to builders 
more than I do, and might probably give you more light on that than 
I could. The combination of what you said is probably true. 

Mr. EpmMonpsron. And then the purchasing on your existing con- 
struction doesn’t show a decline anywhere near as severe as the decline 
in the new construction either. Have you noted those figures? 

Mr. Girstrap. Yes, sir. 

Mr. Epmonpson. As a matter of fact. in 1953 in existing construc- 
tion you had up through November more loans approved for existing 
construction than you had in the year 1951 of existing construction, so 
apparently the demand for the homes is still present. Is that right or 
not now 4 

Mr. Gustrarv. Well, there is a certain demand, but I wouldn’t know 
the extent of it. There is still a demand for homes. 

Mr. EpmMonpson. Do you have any other questions? 

Mr. Tracure. No. 

Mr. JarMan. No. 

Mr. Mrapows. No. 

Mr, Epmonpson. Thank you very much. We appreciate your 
statement. ; 

Mr. Wheeler. 


—_ 
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STATEMENT OF EUGENE WHEELER, OKLAHOMA CITY, OKLA. 


Mr. Epmonpson. Would you state your name and official position 
for the record / 

Mr. Wueeter. My name is Eugene Wheeler. I am the chief ap- 
praiser for the VA regional office in Oklahoma City and working 
directly under the supervision of the loan guaranty officer, Mr. Gil- 
strap, and the VA regional manager. 

Mr. Epmonpson. Mr. Wheeler, I think this breakdown of proposed 
construction and existing construction loans is very helpful and very 
good to have for the record and I just wonder if you would care to 
comment on the question I just asked Mr. Gilstrap. 

Mr. Wueeter. Well, I believe that the decrease in homes under 
$10,000 might be attributable to more than one cause. I am sure that 
the secondary market is better for prime loans, loans in the better 
classes and in the better locations, than it is for the cheaper housing 
and the housing in the less desirable locations. That accounts for one 
reason. 

Another is that I do not believe that the demand exists now that 
did for houses in that price range. I base that statement on the fact 
that so many of the applicants for the lower-price houses do not have 
the income which will permit them to buy those houses. Many of them 
are sold 3 or 4 times before they can get an applicant who qualifies, 
and to me that indicates a filling up of the market which does exist. 

Mr. Epmonpson. You think the average size of a World War II 
veteran’s family would have anything to do with it, too, as compared 
with the other 4 

Mr. Wueetrr. Yes; I think the size family may be, but that may 
be offset by the fact that we have the new Korean veterans coming 
in all the time, and the families who have purchased houses in that 
price class now probably have larger families and are buying larger 
houses, leaving their houses open for resale, and I think also that that 
reflects here one reason for the increase in our existing houses because 
the existing houses are dropping or have dropped in value more in 
proportion than the new ones and they are getting to where some of 
the existing houses are better business, and they are taking care of 
part of those applicants. 

Mr. Epmonpson. Do you have any questions? 

Mr. Tracue. No. 

Mr. Epmonpson. John, do you have any questions ? 

Mr. Jarman, Not a thing. 

Mr. Epmonpson. Mr. Goddard. 


STATEMENT OF IRA T. GODDARD, MUSKOGEE, OKLA. 


Mr. EpmMonpson. Please state your name and official position for 
the record, 

Mr. Gopparp. I am Ira T. Goddard, loan guaranty officer, Veterans’ 
Administration, regional office, Muskogee, and have the 30 eastern 
counties of Oklahoma. 

Mr. EpMonpson. Do you have a prepared statement, sir? 

Mr. Gopparp. I have a letter here from Mr. Sherry to you. 

Mr. EpmMonvson. Would you like to place that in the record at this 
time, a letter from Mr. Sherry? 

Mr. Gopparp. Yes. 
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(Thereupon the document was marked “Exhibit No. 3” for identi- 
fication and received in evidence. ) 

Mr. Gopparp. This letter is addressed to Mr. Edmondson. 

In Comatinnce with the request made in your letter of November 30, the fol- 
lowing summary of loan guaranty activities of our regional office through the 
past 4 years, eeiiing through November 1953, is given for your information. 

Then we take up the loans that were made by the year, starting with 
1950. 

In the year 1950, we had 4,294 which amounted to $17,369,001. The 

uaranty was a lot better than $10 million. 

i the year 1951, they fell off from 4,294 to 2,165 with a total amount 
of guaranty of $15, 516,877, the guaranty amounting to better than 
$9 million. 

In the year 1952 they took another tumble and went from 2,165 
in the year 1951 to 1,727 in the year 1952, involving a total amount 
of loans of $13 3,004,574. 

Now, these lo: ins include home, farm, and business loans, but I am 
just giving the total as they are set out here. If anybody wants them, 
[ can get them. In the year 1953—and the 25th of the month is the 


end of our re port ng mon th—to November 25 we have had 1,597 7 loans 
invo Iv ing $13,306,295 ; total guaranty asian So vital $8 million. 
We had 195 applications last month. I didn’t put that in there, but 


we had 195 applications last month. We think we will probably 
have somewhere in the neighborhood of 200 for December. 

Mr. Epmunpson. Which would probably bring your total for 1953 
over 1952. 

Mr. Gopparp. That’s right. Now, on our direct loans, I gave them 
by the year. Of course 1950 is when it started. We had 15 loans 
amounting to $80,350. In 1951 we had 91 loans amounting to $511,- 
800. In 1952 we had 102 loans amounting to $623,350. In the year 
1953 we had 119 loans, now. that’s up to date, amounting to $783,000. 
That is through November 

Ifowever, there are 37 direct loans which have been approved by 
this office and are now in the hands of the Pioneer Abstract & Trust 
Co. for closing which amount to $284,450. Now, I didn’t put in there 
the number of loans that no action has been taken on them, Mr. Con- 
gressman, at the present time. These are ones that we have actually 
approved in the office and are sent out for closing. We have 6 direct 
loans that have been paid in full and we have 4 direct loans that are 
delinquent with no delinquency over 1 month old. 

This is Mr. Sherry. “Mr. Ira T. Goddard, Loan Guar: anty Officer, 

will represent me before the congressional hearing in Oklahoma C ity 
on Monday, December 7, 1955. I trust this is the information you 
desire and, if not, Mr. Goddard will probably be able to give you such 
information in the congressional hearing.” 

Mr. Tracur. What do you think about the general situation in your 
area, Mr. Goddard? Do you think most of the veterans can get them ? 

Mr. Gopparp. No, sir. 

Mr. Tracur. Do you think it is improving or getting worse or what 
about the last year ? 

Mr. Gopparp. They are improving. They have improved 50 percent 
since I talked to Mr. Edmondson some 2 months ago. Also they are 
getting loans. One of the biggest buil lers in T1 ulsa told me the other 
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day that he was having an offer of loans in a certain division at par, 
but what they are doing, they are furnishing the construe —_ money 
for which the “y get 5 percent for the amount of loans and 24% percent 
for supervision, of the amount of the loan. Now, the New Y ork Life, 
a man representing New York Life is getting 9544, as I understand 
those things, attached. Most of them are getting—I don’t know of 
anyone now that is below 97. I haven’t had anybody tell me in the last 
2 months that they are having to take less than 97. The one big 
difficulty is getting the loan on the existing structures. 

Mr. Tracur. On the existing structures 

Mr. Gopparp. The Building Loan in Muskogee will make loans on 
existing structures in Muskogee, the city of Muskogee. 

Mr. Tracur. That’s all I have. 

Mr. Meapows. In the smaller rural towns, is there no possibility of 
obtaining a loan on existing construction ? 

Mr. Gopparp. Well, there is outside of the areas that are exempt 
of direct loans; yes, sir. 

Mr. Mreapows. Do you not have some local savings and loan associa- 
tions in the smaller towns that are making them ? 

Mr. Gopparp. We have only two that I know of in our area that are 
making loans on structures, and that is the Victor Federal Savings & 
Loan Association and the Phoenix Federal Savings & Loan 
Association. 

Mr. Mrapvows. In what localities in your region do you have sub- 
stantial sized projects-type new construction / 

Mr. Gopparp. We only have two: Tulsa and Bartlesville. 

Mr. Meapows. That are in progress now ¢ 

Mr. Gopparp. Yes, sir. 

Mr. Meapows. What size operation ¢ 

Mr. Gopparp. Well, I am taking a guess here. The last—I think 
the last checkup we had that Mr. Manners told me the number of 
buildings that are in the process or have been approved or have been 
submitted and not yet completed is about 2,300 in Tulsa. We have 
got one project in Bartlesville that is putting 800 houses in. I have 
another one that came in, the subdivision requirements are in our office 
now, and I think it is 500 houses. 

Mr. Meapows. Located where ? 

Mr. Gopparp. Bartlesville. 

Mr. Meapows. Is your experience relating to down payments simi- 
lar to that described by Mr. Gilstrap ? 

Mr. Gopparp. No, it isn’t. I'd say 60 to 75 percent of the lenders 
are demanding 5 to 0 percent. I don’t know what the Savings and 
loans are going to do, but I am sure they are going to have some 
downpayments. 

Mr. Meapvows. These larger projects, are any of those hundred per- 
cent GI loans? 

Mr. Gopparp. Only one. 

Mr. Meapows. Where is it? 

Mr. Gopparp. Where is that? I-NMA, Federal National Mortgage 
Administration. We always called it FNMA. 

Mr. Mreapows. One for one average amount of ? 

Mr. Gopparp. That’s right. 
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Mr. Epmonpson. Mr. Goddard, I notice a steady decline here 
through the years in the number of farm loans being made. 

Mr. Gopparp, Yes, sir. 

Mr. Epmonpson. Do you have any explanation for that, why that is? 

Mr. Gopparp. Mr. Congressman, the only explanation is what the 
letter tells me. The only large lender we had in that area in farm was 
the Deming Investment Co., and 2 years ago last March they made 
their last loans and they said they couldn’t sell them is the reason they 
wouldn’t make them. They had no investors that would take loans 
in the eastern part of the State. 

Mr. EDMONDSON. Are any direct loans being made as farm loans in 
that area / 

Mr. Gopparp. No, sir, that is prohibited by the act, sir. 

Mr. Mrapows. Mr. Goddard, there is a bill pending before Congress 
which would make the amount of guaranty on the farm loan identical 
to the amount of guaranty on the residential. Do you think that it 
should become law or 

Mr. Gopparp. I don’t know. Is that a policy question? I don’t 
know. { don’t think so. 

Mr. Mrapows. You don’t feel it was the small amount of guaranty 
that stopped your participating 2 years ago 4 

Mr. Gopparp. No, it is the yearly payments is the thing that eastern 
purchasers don’t like, the yearly payment. They want the monthly 
payment, 

Mr. Epmonpson. Do you have much demand for direct loans for 
farm purposes ¢ 

Mr. Gopparp. Scads of them. 

Mr. EpMonpson. Scads of them, did you say 4 

Mr. Gopparp. Yes, sir. At one time about a year and a half ago 
we run a 6-month, and we had over 200 applications, 1 mean 200 re- 
quests verbally and written, how to get farm loans. 

Mr. EpMonpson. And, then, in those 30 counties that you serve, you 
only had 6 farm loans under the loan guaranty program in the year 


| i) 
1Yo5 t 


Mr. Gopparp. Yes, sir. And I might explain to the Congressmen 
how those are made. Some wealthy man’s boy comes in or some 
nephew wants to buy a farm. The bank makes him a loan because he 


is a big depositor or a big stockholder in the bank, and that’s the reason 
most of them get made. 

Mr. Teacur. Mr, Goddard, to get away from money for a moment, 
how do you handle complaints from veterans in your office? 

Mr. Gopparp. We have a regular system we set up. When the 
veteran writes us a complaint about his house, we take a copy of 
that letter and send it to the builder and the lender. If we get no 
action, then we immediately send somebody out of the appraisal sec- 
tion to check the complaint and see if it is a justified complaint, and 
then if it is a justified complaint, we put the pressure on the builder to 
correct 1t. 

Mr. Teacur. Would you run through quickly the general procedure 
the veteran goes through to get his loan and the approximate time 
it takes to get the papers? 

Mr. Gopparp. Mr, Congressman, that is awfully hard to say because 
it depends on the lender. If it is a nonsupervised lender, it takes 
a lot longer. 
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Mr. Tracur. What do you mean, a lot longer? A month, 6 weeks? 

Mr. Gopparp. Oh, no, it shouldn’t be over 20 days at the most for 
a nonsupervised lender; from 20 to 30 days from the time he makes up 
the application and sends it down for approval and we have the 
appre aisal made and goes back on our office for the expenditure and 
closing. 

Mr. Traacur. Do you know an vthing about the difference in time it 
takes on an FHA loan anda VA loan? 

Mr. Gopparp. No, sir, I don’t. 

Mr. Tracur. We have had testimony on other places that it took 
considerably longer to geta VA loan than it did an FHA loan. 

Mr. Gopparp. I don’t think so, not in our territory 

Mr. EDMONDSON. Without getting into the question of policy, can 
you give us any 7 speci! fie recommendations as to possible action that 
might be taken by Congress to improve this situation without going 
into policy ¢ 

Mr. Gopparp. I believe that would be policy. I think you put me 
on the spot now. 

Mr. EpmMonpson. I am particularly disturbed about this farm loan 
situation because I’d like to see those boys stay on the farms and 
acquire ownership in farms and the fact that there doesn’t seem to 
be any provision for that in existing law disturbs me considerably. 
lf they are not getting any guaranteed loans and the direct loan pro- 
cram doesn’t apply, apparently there is something missing in the 
scheme of things. 

Mr. Gopparp. I can say this, we are just as disturbed about the fact 
as you are, about getting a farm loan. We hate to have a veteran 
come in and we have to say, “Well, sorry. Nobody m: en farm loans.” 
And we can’t make a direct loan. We are just as disturbed about it 
as you are. Now, as to how to do it, you probably aes more about 
how to go about it than I do. 

Mr. EnymMonpson. If we could take care of it by some change in the 
guaranty laws, we would prefer to do it that way, I am sure, rather 
than go the direct loan route, but if there are some kinks in the law 
on the loan guaranty program that are holding down the farm loan 
programs, | would like to know what they are. 

Mr. Gopparp. The only reason that has ever been advanced to me 
by lenders is the fact that eastern investors don’t want a farm loan 
now, 

Mr. Epmonpson. Because of the yearly payment angle, did you say ? 

Mr. Gopparp. Yes. Now, the fact on a farm loan, you know we 
can only guarantee 50 percent with a maximum guaranty of $4,000. 
That might have something to do with it. 

Mr. Meapows. This one outlet that you spoke of, he was undoubtedly 
a broker. 

Mr. Gopparp. That’s right. 

Mr. Mrapows. You don’t have anybody in your area that originates 
the source of funds? 

Mr. Gopparp. No, sir. 

Mr. Meapows. Do you know whether the Federal Land Bank makes 
GI loans? 

Mr. Gopparp. No, sir, not in our area they don’t. 
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Mr. Mrapows. Of course, you have a considerably different picture 
with farm loans, usualiy a very substantial purchase in many cases, 
and even a high down payment on conventional loans. 

Mr. Gopparp. That’s right. 

Mr. Meapows. And a $2,000 guaranty or $4,000 guaranty now in- 
volved doesn’t make much difference in the risk element, does it ? 

Mr. Gopparp. It didn’t at that time; I wouldn’t say what the effect 
would be now. At that time the $4,000 was the same thing on the 
house as it Was on the farm. and he made them up until that time, and 
then he said the investors in the East just quit buying it because it 
was a yearly payment or semiannual payment. 

Mr. Tracur. That’s all I have. 

Mr. Epmonpson. Thank you very much, Mr. Goddard. 

Is there anyone else from your office, Mr. Goddard ? 

Mr. Gopparp. No, no one else came over, Mr. Edmondson. 

Mr. Epmonpson. I foal maybe you might have a person in the 
same posi ition that Mr. Wheeler is in in the Oklahoma C ity office. 

Mr. Gopparp. No, we never thought about bringing him. But Mr. 
Manners has been out of the office and said he’d be in and was just 
coming over, but I think I can give you a pretty fair picture of the 
appraisal situation myself because I keep in pretty good touch with 
it. Now, I am not an appraiser. 

Mr. Epmonpson. Do you have any comments you would like to 
make on the appraisal 

Mr. Gopparp. No, I think the appraisal situation as now conducted 
is a fairly good system of appraisal, and we have had awful good luck 
in our section with the present appraisal setup. We haven’t had any 
trouble to speak of. Of course, we have had some. You are going 
to run into some trouble regardless of how good you are, but we feel, 
Mr. Congressman, that the present system of appraisals is good. 

Mr. Epmonpson. Thank you, sir. 

I understand that Mr. Harrill has another meeting that he needs to 
ret away to. I will call at this time on Mr. H. H. Harrill. 


STATEMENT OF H. H. HARRILL, OKLAHOMA CITY, OKLA. 


Mr. EpmMonpson. Would you state your name, please, sir, and your 
connection. 

Mr. Harrmu. My name is H. H. Harrill, vice president and man- 
ager of the local Federal Savings and'‘Loan Association of Oklahoma 
City. 

Mr. Epmonpson. Do you have a prepared statement ? 

Mr. Harriny. I don’t have a prepared statement. I understood 
it was pro bab ly going to be concerning inability to secure financing 
for vetert ins’ loans in the Oklahoma C ity area. We only operate in 
Oklahoma City and the immediate vicinity, and my remarks are going 
to be confined purely to this area and I just want to show you that 
we realize the necessity of the veterans securing a home who want 
it = who can qualify and show you that we ca been doing our 
part, I think more than our part. 

r have presented Mr. Jarman with our last published statement 
showing on July Ist a total mortgage volume of $37 million we have 
on our books. Of that amount, $18,351,000 was in veterans’ loans 
and, as you know, we never sell mortgages. We retain all mortgages 
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made, and the fund we have been able to invest in mortgages repre- 
sents the savings of the public coming our way. 

Now, I have ‘all our printed financial statements and they are avail- 
able to ‘anyone who may call for them. 

I might for the purpose of the record quote the results of our lend- 
ing operations on veterans’ loans for the year 1952 and as compared 
to this year 1953 thus far. For the year 1952, we increased our vet- 
erans’ loan holdings $3,259,279 net. Now, ne is net after any vet- 
erans’ loans which may have been paid off or the net after monthly 
payments redresses, the principal sum of i. mortgages, and for the 
year 1953 so far we have increased our veterans’ mortgage portfolio 
a net of $4,654,696. That, you see, is considerably more than the net 
volume for 1953, and I might say that, as I say— 

Mr. Epmonpson. For 1953, did you say ? 

Mr. Harriww. For 1953 so far of this year we have completed net 
$4,654,696. 

Mr. EpmMonpson. Representing how much increase over 1952? 

Mr. Harritu, That is the increase—no, that is the amount for 1953 
thus far as compared to all of 1952. Our total net increase was $3,- 
259,279, and so far this year it is a net increase of $4,654,696. 

Mr. Epmonpson. That is very gratifying to hear. 

Mr. Hlarriti. At the present time our mortgage portfolio stands 
over $39 million, and we have at the close of business December 3, 
$20,191,522. Our mortgage portfolio shows more than 50 percent of 
the total mortgages we have on our books represents veterans’ loans 
and we think it is a good loan and that is why we are strong for it. 

Now, I might say this. Our savers have increased their accounts 
by anet ofa little over $5 million so far this year over what it was the 
first of the year 1953, so having brought in a net of a little over $5 
million net new money and having thus far added $4,654,000 net after 
monthly repayments to our veterans’ loan portfolio, you can see that 
about all of our increase in business is going into veterans’ loans. 
Now, that was the information I wanted you to have. 

Mr. Teacur. Mr. Harrill, we were asking the questions of loan 
guaranty officers as to the supply of money and the loans that are being 
requested, whether or not the veterans demands have gone down and 
they are not requiring as many loans. Can you tell from your opera- 
tion what that situation is? 

Mr. Harrmu. Well, I would say this, that the demand on us for 
veterans’ loans this year has been a little greater than usual. I think 
primarily because so many investors cut out the broker in supplying 
them with money to purchase veterans’ loans. Now, the reason for 
that I don’t know. Our interest rate was increased from 4 to 414 
in May, and I thought surely that would make the veterans’ loans 
more attractive, but it seems about that time the investors closed 
down the purchase of these loans, and as a result, those builders who 
had been financing through brokers and the veterans signed up and 
moved in the property, had to be relieved and they came over to us. 
We took on as many as we could, We couldn’t handle all of them. 
I think for that reason, however, our demand for veterans’ loans is 
heavier than usual and that probably accounts for our having in- 
creased—— 

Mr. Tracur. Increase in the bond rates? 
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Mr. Harrite. Yes, sir, I think a general increase in the interest 
rates. 

Mr. Tracue. I notice in some of the Tulsa papers yesterday that 
there is a request that the interest rate be raised again or at least a 
request that it be left free to find its own level. 

Mr. H eee _ at 1s my opinion, if it is left free to find its own 
leve , I think the 414 percent, considering the 60 percent guaranty or 
the $500, an hever is less, it should produce a very favorable market. 
In fact, the encouragement in my line of work, I would rather have 
65 percent insured mortgage than an uninsured mortgage at a higher 
interest rate. That is a very favorable loan from my viewpoint. 

Mr. EpmMonpson. Do you know of any other Federal savings and 


Li issociations in the area served by the regional office in Oklahoma 
City, which is the western 47 counties, that have a portfolio with as 
high as 50 percent in veterans’ loans / 

Mr. Harri. There has not come to my attention; no, sir. I think 


we are probably outstanding in our percentage of the mortgage hold 
ines in veterans’ homes. 

Mr. EpMonpson. That is the most outstanding figure along that line 
that | have run across. 

Mr. iH ARRILL, We have been very strong for the veterans’ loan been 
doing everything we can to help the veterans and to find a market for 
the builders. 

Mr. Tracur. Do you think you take care of most of them that come 
to you? ; 

Mr. Harritz. I think we do. Of course. we are selective. We find 
a lot of veterans that are not qualified as to income. We screen those 
very closely, because we haven't required downpayment on veterans’ 
loans. We take the position that so long as we have the 60 percent 
guaranty or 60 perce nt guaranteed cash, we will take the veteran loan. 
\s I say, there is quite a few apply to us that do not have the income, 
hasn’t had a long enough time in a job with income to justify he is 
settled in the occupation. We want to see him settled; we don’t want 
to lose it. 

Mr. Treacur. We have hi ad testimony where they ate they were 
going to take the veterans’ loans and the *y did and they have been very 
pleased that they have. We found other cities where they dec ‘ided 
they wouldn’t take care of them and that is where we have had our 
complaints. 

Mr. Harri. T think we made the first veterans loan in Oklahoma 
City and our record has been very satisfactory. Of course, you can’t 
prevent divorces and things of that kind, but we have had ver v few 
cases, only 6 that we have made. 

Mr. Meapows. Did I understand you would make a hundred per- 
cent GI loan ? 

Mr. Harriiu. Yes, we make a hundred percent GI loan so long as it 
is 60 percent guaranteed or if he wants to add—for instance, if a vet- 
eran has the $12,000, 60 percent of that is $7,000, or if he hasn’t used 
the guaranty, we will take it about 60 percent by the VA, and if he 
qualifies as to income. 

Mr. Mrapows. And oe loans go both to old and new property ? 

Mr. Harriww. We hi ave | een trying to help the builders find a market. 
The builders have considerable investment in their crews and in land 
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preparation; we are taking on occasionally where the existing con- 
struction is well located, we are taking those on. 

Br. Mrapows. But the majority—— 

Mr. Harrite. The majority has been relieving the builders to find 
ready mi aah 

I might say at the present time we have outstanding commitments 
right at $2 maillion on houses to be built if there is a demand, and we 
rave some builders not yet sold, but I think the margin they are in- 
terested in had the pr ice range of around $12,000. 

fr, Teacue. Mr. Harrill, did I undersand you to say that you think 

we should take the limit off the interest rates and let it find its own 
level ¢ 

Mr. Harri. No, I think the 414 percent rate figure is very attrac- 

ve to the investor. Itistous. We pay 3 percent for our money and 
L//o percent spread 1s very satisf vwctory. 

Mr. Tracur. Do you mi ke loans without any discount arrange- 
ments between you and the builder / 

Mr. Harritn. You can’t take the discount—we charge our builders 


p ent to check the house throughout the course of construction 
nd charge the veteran |] pereent as a service fee to pul them on our 

ks. 

Mr. Tracur. Both of which are legitimate and legal fees under 
the VA. 


Harritt, 1 might say we did not charge the veteran any fee 
hatsoever except the loan-closing expense of about $45 up untal 
apout May of this year, but we did ch irge the builders ] perce! t to 
check the property throughout the construction up to that point. In 
all of our loans we originate, there is no discount on those. 

Mr. Epmonpson. Do you have any questions? 

Mr. JanMAN. No. 

Mr. EpMonpson. Thank you very much. 

Mr. JARMAN. I want to welcome Congressman Victor Wickersham 
from Oklahoma and we are very pleased to have him with us, and if 
you have any statement you would like to make about the GI home- 
loan program in your area, we will hear from you. 

Mr. WickersHam. The outlook for GI and FHA loans used to be 
pretty good; there isn’t much money available out there in western 
Oklahoma any more. I wish to compliment Mr. Edmondson, Mr. 
Teague, and Mr. Jarman and the group for holding these hearings. 
L believe if this committee can obtain the reactions of the various 
builders, realtors, and the lending agencies here in Oklahoma, and if 
you can get Congress to adopt them, you will solve the probliem be- 
cause you are now getting to the core where you will secure the infor- 
mation that you w ill need to present in Washington. 

Of course, I think a lot of the problems are tied into the fact that 
the eastern investors (where most all the money comes from) are 
sitting tight until they find out what the policy is going to be. If the 
administration will determine the poliey shortly after the first of the 
year—no matter what it is—if they will determine it and make their 
decision, it will loosen up a lot of the funds, and as they loosen, you 
will naturally loosen the credit out in the field. 

It is very difficult in any of the 25 western Oklahoma counties 
which I represent, and becoming increasingly more difficult even in 
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the big cities and it is practically impossible in the smaller cities, to 
obtain FHA and GI loans because of the freezing situation relating to 
money. I think that if a policy is made and if there is more secondary 
financing, the situation w i clearup. If there ismore FNMA money, 
it will help more than anything else. If they don’t find firms that 
will handle the money, life-insurance companies, trust, or banks, then 
you can rediscount Raaaa the Government FNMA, it would help 
considerably. I am definitely sure all of our Oklahoma builders are 
building superb quality houses, and even here in Oklahoma City or the 
eastern or western part of Ok i ahoma you will find very few inferior 
constructed homes. Iam pleased that your (real estate and mortgage) 
men here show an interest in this meeting. I am confident you will get 
your answers here that affect not only the State of Oklahoma but 
the whole United States. Oklahoma is a good example of the value 
of a good building and loan program. Builders were building along 
in nice shape until certain restrictions were placed on the program. I 
think the fact that the President lifted some of the restrictions on 
down payments, FNMA. and purchases recently will help a lot. Both 
veterans’ housing and FHA construction has stopped. 

Mr. Epmonson. Thank you. 

Mr. Wickersnam. It is a pleasure to be with you. 

Mr. Epmonpson. I understand our department commander of the 
American Legion is here. I wonder if the commander of the Veterans 
of Foreign Wars are here or representatives for them. Commander 
Rodgers, do you have a statement ? 

Commander Ropcrrs. No, I am just here. 

Mr. Epmonpson. We are pleased to have you with us. If you have 
anv statement you would like to make, we would be glad to hear it. 

For the record this is Department Commander James Rodgers of the 
American Legion from Holdenville, Okla. 

Commander Roperrs. I would like to say that I agree with the gen- 
tleman who just preceded me that there should be no advancement in 
the interest rate, and that the lid should not be taken off for the interest 
rate to seek its own level, because I believe as it stands now we are 
probably in competition with the bond market insofar as eastern cap- 
ital is concerned, and I don’t think that isa healthy situation. T think 
we should reach some level so far as the interest rates are concerned 
and maybe work together with the Treasury Department in that 
regard. 

Mr. Tracur. Commander, does the Legion in Oklahoma have a 
housing committee ? 

Commander Roperrs. We do have. However, our chairman has 
resioned. At the present time we don’t have a chairman of that com- 
mittee here. 

Mr. Tracur. Do you know the feeling of the Legion in Oklahoma 
as to whether or not the housing program is in good shape or not in 
good shape or generally what the situation is? 

Commander Roncers. I think the feeling is that insofar as veterans 
Joans are concerned, that it is not in as good a shape as it should be. 
The average veteran cannot get the loan that he desires, it seems. 
Now. I don’t know anything as to ability and the down payment or 
what is the trouble. 
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There is one outstanding situation that crops up nearly every time 
you turn around, and that is insofar as the colored veteran is concerned. 
I don’t believe that any colored veteran h: as been able to receive a GI 
loan in the State of Oklahoma in a municipality. Now, I may be 
wrong on that. Insofar as the evidence that I have had prese nted 
to me, they just can’t get them; they don’t qualify. Now, I have 
heard various stories about that, but I couldn’t tell you anything 
definite. 

Mr. Epmonpson. You would not have a firsthand acquaintance with 
the situation in Oklahoma City or the Tulsa area on that; would you? 

Commander Roperrs. I think Mr. Gus Fields would be able to tell 
you something about the colored situation. I think he is to appear 
here. He is from the Oklahoma Home Builders Association. 

Mr. Epmonpson. He is going to have a representative here, I under- 
stand. 

Anything else ? 

Mr. WickersHam. I should like to ask you one question, Mr. 
Rodgers. Don’t you think that a lot of our problems stem from the 
fact that the Treasury increased those interest rates on the bonds 
some months ago? That started the difficulty that you builders ex- 
perienced ; didn’t it? 

Commander Roperrs. It probably did; yes, sir. 

Mr. Wickrrsuam. There are some places that are taking care of the 
colored as well as the other races; avren’t there? 

Commander Ropeers. Well, I hope that’s true. I just had this 
instance that I had presented to me where there hasn’t been any satis- 
faction, in fact, no instance has been presented to me where there has 
been a colored loan made in the larger areas and principally the colored 
area. You see, the resale value for a colored man who has attained 
a position in life that wants to put $15,000 into a home, there are so 
few colored people that are able to qualify for such a loan as that; the 
resale value for that particular house would be almost nil and the 
loan authorities just refuse to take the loans on that sort of a project. 

Mr. WickersnAm. I wonder if he has experienced this. I am sure 
John, Mr. Teague and you have. In some of your defense areas where 
servicemen are needing additional houses, builders may build a num- 
ber which will remain vacant for a while and then the builders have 
to hesitate because they have to meet the payments. If the Home 
and Housing Finance Agency or VA and FHA, and the Department 
of Defense could work out a program where all the payments could 
be scheduled downward, the waiting period of 6 months or 3 months 
or a year (whatever time it takes for the big bases to move) it would 
help; for instance, in Altus, Oklahoma City, and Lawton, I know 
of some pretty tight squeezes because of the fact the base is not filled 
to capacity and yet builders have 200 vacant houses. The base may 
require 500 or a thousand homes, but builders can’t build because they 
can’t carry the load. If payments could be delayed for a longer period 
would that relieve such situations? 

Commander Ropeers. Yes, that is correct. 

Mr. Epmonpson. Thank you very much, Commander, for coming 
over and giving us your views on this question. 


Mr. Ross Johnston. 
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STATEMENT OF W. ROSS JOHNSTON, OKLAHOMA CITY, OKLA. 


Mr. Epmonpson. Will you state your name, please, sir, and your 
business connection. 

Mr. Jounston. My name is W. Ross Johnston. Until a few months 
ago, I was president of W. R. Johnston Co., Inc., of Oklahoma City. 
At that time I sold out my busines and am no longer officially con- 
nected with the mortgage business. 

Mr. Epmonpson. Your business was in the mortgaging and financ- 
Ing field ? 

Mr. Jounstron. That’s right. We had been in the mortgage busi- 
ness originating and selling mortgages, specializing in insured mort- 
gages for approximately 16 years. 

~ Mr.Epmonpson. Do you have any statement prepared for us, Mr. 
Joh ston ¢ 

Mr. Jounston. I do not. 

Mr. EpMONDSON. Would you like to clive us your observation on 
the GI loan program in the Oklahoma City area ¢ 


] 


Mr. Jounsron. My observations are that the program has been 


a successful program and it has been successful far beyond what any 
of us had a right to expect. I think that your Veterans’ Administra- 
tion, your Washi gton offices al d your local offices, have done a good 
job. I think they have made some mistakes, but so would anybody 
else have made them. I think the mortgage people in this area have 


+ 


done an excellent job promoting the veterans’ loan program. You 
have received testimony from your local VA officials showing the 
large percentage of VA loans made in this area that are made on the 


basis of 100 percent of the appraised value, I think that you will find 
that in Oklahoma we have made a larger percent of full loans, that 
is 100 percent loans, than have been made in most other areas. In my 
opinion that is good. 

Congress, in passing the law authorizing veterans’ loans, provided 


for 100 pe oa loans, and the great majority of veterans, even those 
that have ready cash to make a large down payment, want the full 
100 percent loan that they are entitled to. They say, well, “Congress 
told me I could get a hundred percent loan and that’s what I want.” 

In our company, we took the attitude that if we could market a 
hundred percent loan, that we would try to make it. Incidentally, I 
think that the veteran is aecHr Ing a better house and more house for 
mf money in Oklahoma than he is in most any other area. I think the 
builders generally are doing a good job and that they should be con- 
oratulated. 

Mr. Epmonpson. Could you give us what your observations have 
been of the discounting procedures in this area, Mr. Johnston? 

Mr. Jounston. Well, the market has been bad for the last 2 years, 
still bad. You probably understand that I have been in that part 
of the mortgage picture where we sell the bulk of our mortgages to 
out-of-State investors. Oklahoma, as you probably know, has never 
had an adequate amount of mortgage money to take care of the de- 
mand for mortgage money in this area. Consequently, we have had 
to go out of the State to get it and as the State grew and the number 
of houses built multiplied and you increased the amount of the loans, 
whereas we used to make 50 percent loans, now you get up to 80, 90, 
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and hundred percent loans, it takes money. Your cost of houses gets 
higher; takes more money. 

The market for GI loans in Oklahoma is still inadequate even 
though it is improving. I still have people coming to me personally, 
even as late as yesterday, trying to find a market for their GI loans, 
so I know that GI loans are still going begging except at a very sub- 
stantial discount. , 

The market as I said is improving particularly for the loans that 
the average investor considers the choice mortgages, but on the loans 
that the average investor considers less desirable, t 





1e price at which 
they can be sold decreases to where on the least desirable loans, there is 
practically no market for them. However, were it not for the fact 
that the lender can charge a discount, there would have been practi- 
cally no market for any of these GI loans in the last few months. I 
believe that the change in the law allowing the lender to charge a dis- 
count to the builder 1s good and that it will work in a practical man- 
ner. There may be a few abuses but they will be very small as most 
lenders will give the veteran a fair deal, and in the long run, the prac- 
tice of allowing the lender to charge the builder a discount will work 
out to the benefit of the whole program. 

The greatest difficulty in making and selling VA loans is the prac- 
tice of the average investor of selecting the mortgages even though 
they are insured mortgages. The same thing applies to FHA insured 
mortgages, which are practically 100 percent insured. In our 16 
years in the mortgage business, we used every effort to sell investors 
on the theory they should buy FHA insured mortgages without 
selectivity. We used our 16 year record in making FHA loans as a 
reason backing this argument. Except for the last 2 years, during the 
entire 16 year period, we tried to make FHA loans in almost any town 
in Oklahoma on the basis that we would make any loan that the FHA 
would insure. We were sold on the underwriting procedures and 
practices of the FHA and believed they were sound, and during all 
that 16 year period, we had practically no foreclosures which is proof 
to me that there was no reason to try to select FHA loans and to say 
that one is better than another. The same reasoning applies to VA 
loans. 

Others will take the mortgages that they prefer at a price close to 
par and will pay a lower price for other mortgages that appear to 
them to be medium grade, but in practically all instances they will re- 
fuse to buy the mortgages that they call least desirable. The result is 
that on the least desirable VA mortgages my guess is that they could 
only be moved in Oklahoma at a discount of 6 to 8 points. Various 
investors select mortgages for different reasons but the general prac- 
tice of selectivity is as follows: 

1. Geographical area—in the New York, Boston and Philadelphia 
area where there is a preponderance of investment funds available for 
mortgages, GI and FHA mortgages can generally be sold at par and 
they have always sold at as high or higher price as they will sel! else- 
where. The price for mortgages in other States varies and I think 
you will generally find that the price becomes correspondingly lower 
as the distance from the New York, Boston and Philadelphia area 
becomes greater. In Oklahoma, most investors prefer their mort- 
eages in Tulsa and Oklahoma City. Many investors restrict their 





9978 GUARANTEED HOUSING LOANS IN THE SOUTHWEST 


towns in Oklahoma and hardly anyone will buy in all the small towns. 
The smaller the town, the harder the mortgage is to sell and the 
greater the discount is at which it has to sell. One reason for this 
is that some investors, savings banks particularly, have to look at the 
properties before they buy the mortgages and you can readily under- 
stand that to inspect properties all over the State of Okl: ahoma would 
be quite a task. Inside the cities of Tulsa and Oklahoma City, the 
investors also select according to the geographical area, rejecting some 
areas and paying top prices for what they consider the preferred areas 
in those cities. 

The investor also selects his loans on the size and type of con- 
struction of the house, the choice being the brick house with 1,000 
square feet or over and 3 bedrooms, the least desirable being the 
smaller frame houses, with the critical shortages of funds in the frame 
houses under 750 square feet. You can readily understand that many 
GI's on account of their low income cannot qualify for the bigger 
houses. Therefore, the only house they can buy is the frame house 
of 750 feet or under. Therefore, the critical situation is in the houses 
built for the lower income group. 

3. The method of selection is also based on the borrower and his type 
of employment. In this respect, certain racial groups are in disfavor 
with most investors and their loans are almost impossible to market 
under today’s conditions. 

. Many investors also select their VA mortgage purchases on the 
terms of the loan. For instance, many require a down payment of 
10 reent, others require a down payment of 5 percent. Some restrict 
their purchases to 20-year mortgages, others to 25-year mortgages, 
and dens are practically no investors who will buy mortgages today 
in Oklahoma for the full 30-year term allowed by the Veterans’ Ad- 
ministration. Some of these investors will pay a higher price for a 
loan with 10 percent down and a lower price for the full loan, but 
many of them will not even consider full 100-percent loans. 

[ presume you realize that the withdrawal of the Federal National 
Mortgage Association from the market has been a serious blow to the 
market for both FHA and GI loans. It has been our experience that 
during our entire 16 years in the mortgage business that only when 
the Federal National Mortgage Association was in the market was 
there an adequate market for all FHA and/or GI loans. It is my 
opinion that the Federal National Mortgage Association, or some- 
thing to take its place, is absolutely essential to insure all borrowers 
equal treatment under the VA loan program. Without such an agency, 
the residents of the small towns, the low income group and certain 
racial groups will always have considerable trouble getting mort- 
gages on the most favorable terms. 

Many of my friends in the mortgage business criticize the Federal 
National Mortgage Association but I believe that their record has been 
excellent. Until the last 2 years, when as you all know, the interest 
rate was held at a figure that was impractical, the Federal National 
Mortgage Association was able to resell the mortgages they purchased 
at a profit. Up to about 2 years ago, our company had sold many 
millions of FHA loans to the Federal National Mortgage Association 
at par and had repurchased all but a handful of these mortgages at 
prices ranging from 102 to 10414. I believe that the Federal National 
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Mortgage Association is well managed, and if they were given a larger 
hand in establishing the policies under which they operate that they 
could do a still better job. For instance, they do not need to buy these 
loans at par. If they were free to set their buying price at a point 
under the market, for instance, it would largely discourage dumping 
on Federal National Mortgage Association, but at the same time would 
give lenders the courage to make the loans and in most cases they would 
find a private market. 

Mr. Tracur. Would you talk about discount practices? 

Mr. Jounsron. I think the discount practice is preferable to an 
attempt to raising the interest rate at this time. 1 am opposed to 
raising the interest rate at this time, largely, in spite of the fact that 
I say the raise from 4 to 414 percent was an absolute necessity. I think 
if you leave it there for a few months, that you are going to find that, 
in most cases, it is going to work, and I think your discount practice 
is largely—I mean your amount of discount will decline. 

Now, if you are going to find a few abuses on that discount and 
you will have it in any business, but I don’t think that isolated cases 
are important. I think that as a general rule that the average mort- 
gage man will give the GI a fair deal : om I don’t think today that the 
average mortgage man is asking, as far as the originator is concerned 
in this area, is asking an exorbitant Fissoant. I think they are try- 
ing to give him as good a deal as they did before the discount practice 
started. 

Mr. Epmonpson. Mr. Johnston, what is your explanation for the al- 
most total absence of money for guaranteed GI loans for farm pur- 
poses in Oklahoma City ¢ 

Mr. Jonnston. Well, we made two VA farm loans when the pro- 
gram was first inaugurated. We were unable to sell them and have 
never been able to sell them, and due to that experience, we retired 
from the farm mortgage program. After your testimony from Mr. 
Goddard, of Muskogee, I was trying to analyze the reasons for this 
absence of market. There are 2 or 3 things. In the first place, a lot 
of investors had some bad experience back in the twenties and thir- 
ties with the farm loans and they got out of the picture. 

Another thing, a lot of people in the farm loan business, when the 
Federal ait Bank came in, couldn’t compete with the Federal land 
bank and they gave it up for that reason. There are some people that 
are more active in the farm-loan business today than they were a few 
years back, but they are confining their farm loans to uninsured mort- 
gages. We also tried to make FHA loans, farm loans, earlier, at one 
time. However, we found that it was quite difficult to sell FHA 
farm mortgages, other than to FNMA, and we discontinued that 
program. 

Mr. Epmonpson. Did you find your default rate out of proportion 
on it? 

Mr. Jounston. We never had a foreclosure on a farm loan. 

Mr. Epmonpson. Do you think there would be opposition from the 
mortgage people, finance people, to a revision of the law on direct 
loans to permit direct Government loans for farm purchases to GI's? 

Mr. JoHnstron. Since I have retired from the mortgage business, 
I dislike to talk about what the mortgage people would do or think. 
However, in my opinion, most mortgage people in theory are opposed 
to direct lending. They think that there is some better method. 
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Personally, I think your direct lending program in which you have 
confined it to a limited amount, has been good. I think to extend 
it largely would be objectiona ble. I think there isa better way. For 
instance, I think KF NMA is much preferable to direct lending. First 
I find that people prefer not to do besionse direct with the Government. 
They would rather do business with a private individual, a private 
corporation, and I think that the K NMA program, with the originat- 
ing and servicing job in the hands of the private institutions, will work 
out better in the long run than the direct lending. Most of my 
friends in the mortgage business, particularly the big investors, are 
radically opposed to FNMA. Iamnot. I say they have done a good 
job and I think they have made more money for the Government than 
sohials ly any organization you ever had, and it has been fairly well 
managed. However, I believe that by giving the management more 
latitude on their policies they could do even a better job. 

Mr. EpMonpson. Thank you very much, Mr. Johnston. We appre- 
ciate your coming up to appear before us. 


Mr. T. W. Poore. Is Mr. Poore here? 
STATEMENT OF TOM W. POORE, OKLAHOMA CITY, OKLA. 


Mr. EpMonpson. Would you state your name, please, sir, and your 
official connection. 

Mr. Poore. I am Tom Poore, representing the Oklahoma City Home 
Builders Association. 

Mr. Mreavows. Did you say in Oklahoma City? You are not speak- 
ing in behalf of the State Oklahoma Home Builders? 

Mr. Poorr. Not as a whole. The State president is here. 

Mr. Meapows. You are appearing as a representative of the Okla 
homa City Home Builders. 

Mr. Poort. We have had a statement which I prefer to read so that 
we don’t miss anything if it is all right with you gentlemen. 

Mr. Tracur. Do you have copies of it? 

Mr. Poorr. Yes. This is the Oklahoma City Home Builders Asso- 
ciation report on the veterans’ housing for the State of Oklahoma 
[reading | : 


We understand your committee desires any information we as an association 
ean furnish that would shed light upon the reasons why production of veterans 
housing has been so drastically reduced in the last few months throughout the 
State. We are most pleased at such an opportunity and after meetings of our 
idvisory committee and board of directors, the subcommittee here represented 
is instructed to submit the following information. 

While thousands upon thousands of words could be written and spoken about 
this subject we choose, in the interest of conserving your time, to confine our 
remarks to what we believe to be the two fundamental and basic reasons for 
the drastic decline in the veterans’ h ousing program in Oklahoma, and they are- 

1. Mortgage market: At the presently fixed 4144 percent interest rate, in so far 
as we know, there is no investor represented in the State who will buy a 100 
percent GI loan at par. 

There are a limited number of investors who are purchasing GI loans on upper 
bracket properties in choice locations with 5 to 10 percent equity at par. As 
for mortgages on our medium and low-cost housing ranging downward from 
$10,000 the discount is from 5 to 10 percent on 100-percent loans and we have 
heard of some being sold at as much as 12-percent discount, this however has 
been rare 

Many and varied reasons for this discount pattern have been advanced by 
students of the housing industry, some say the investors are taking undue ad- 
vantage of the situation and have become too greedy. Others lay the blame 
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at the door of the administration for having removed the discount regulations or 
restriction imposed by the VA. Some investors have advanced the theory that 
a mortgage is a commodity the same as nails, concrete, lumber, plaster, or 
any other component, and therefore when it is incorporated in the property it 
takes on all of the aspects and characteristics of the property itself, and is 
subject to the same techniques of evaluation especially when there is no equity 
payment by the mortgagor. They say there is no more reason for anyone to 
assume that an investor would consider all mortgages at a fixed interest rate, to 
have an equal value, than to assume that the VA would establish all values 
on the basis of replacement cost only. Everyone knows replacement cost is 
‘onsidered by the VA to be the upper limit of value and it is a rare case indeed 
when a VA valuation equals replacement cost plus a legitimate profit. 

We are inclined to accept the latter investors’ views as the basic reason for 
the discount schedule in this area, and are of the opinion that the only practical 
solution is the establishment of an effective secondary mortgage market, for 
the medium and low-bracket mortgage. Without such a market we may expect 
a continuing decline in this the most needed GI housing. 

We recognize the fact that a secondary market would have a stabilizing influ- 
ence on the mortgage market generally and that such a condition is desirable 
for everyone concerned. Experience since the inception of the FHA and VA 
loan programs has demonstrated the necessity for such a market support. How- 
ever, we also realize that such a market should be expected to absorb only tem- 
porarily those mortgages not readily salable in the general market places, and 
that it should be reasonably expected that such a secondary market would have 
a portfolio of loans which could be sold to regular investors in the ordinary 
course of its business. It appears that mortgages on low and medium cost 
housing, and even better housing in smaller towns and communities will, under 
prevailing purchase practices, be penalized in the process of grading. Therefore 
it appears that the voic existing in the operation of the VA-loan program in the 
low-cost housing market and more especially in the smaller towns and com- 
munities might be corrected by a statutory change in the type of guaranty 
provided. We therefore respectfully request that consideration be given to the 
advisability of issuing 100-percent guaranties on VA loans with the maximum 
guaranty to remain $7,500 as now provided. This would have the effect of 
increasing the marketability of mortgages on small houses which are so sorely 
needed and houses in smaller towns, the loans on which are under the present 
program not readily marketable. If such a change should appear proper and 
desirable, then we urge that the guaranty provide for payment in debentures 
bearing an interest rate comparable to the first preceding issue of Treasury 
bonds and maturing in 10 years from the date of issue. 

Such a plan would eliminate the possibility of a demand upon the Treasury for 
huge sums in times of financial crisis and would permit the liquidation by the VA 
of its acquired properties in an orderly manner rather than forcing the prop- 
erties on the market at a time when the market might already be distressed. 

2. Valuations: This subject should be divided into two parts and they are: 

(a) Land: Under VA rules and regulations lot values are established on the 
basis of comparable values. This is a long used real estate practice and is an 
adequate one providing full consideration is given to all factors concerned. 
Prior to World War II in the Oklahoma City area, fully improved typical city 
lots of 50-foot frontage were valued at about $25 per front foot. This value 
was considered adequate to yield a developer's profit commensurate with the 
risk involved. Today the typical lot is nearly 60 foot frontage and typical value 
is still under $30 per front foot. Since World War II, and with the coming of 
our great housing shortage, the risk to developers was greatly minimized by 
large volume pre-development sales to builders and, therefore, artificial lot values 
became established by the market (sale of lots to builders in volume) without 
proper consideration to the actual cost of producing the lot. Thus improved 
lot values have been kept constant and are artificially established today. With 
the passing of the acute housing shortage it is no longer possible for the developer 
to absorb these obviously increased costs because he can no longer effect large 
volume advanced sales. The developer must now buy land, put in and pay for 
all improvements in advance of sales, thus the element of risk is now the same 
as it was before World War IT and the margin of profit is not adequate. This 
has resulted in builders having to pay from $100 to $400 more for their improved 
lots than is being allowed by VA appraisers. 

(b) Improvements: The VA formula for establishing replacement cost is 
entirely too restrictive. It appears that their formula is predicated upon the 
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experience of the most efficient and large builder operations. Insufficient al- 
lowance is made for overhead and contingencies such as, construction financing, 
attorney and tax consultant fees, sales and advertising expenses, delays oc- 
easioned in obtaining permanent financing, and many other factors, some of 
which result from inefficient operations of the VA Office itself. 

Now to summarize the above. When we take into consideration that the 
builder only is burdened with the mortgage discount, loss on his lot value and 
does not receive adequate consideration for overhead and contingencies, it 
should be obvious that he is being required to operate today on just about 
a cost basis. This has resulted in the elimination of practically all low cost 
GI builders except those who have land obligations and are continuing their 
program only for the purpose of converting their land to cash. It is our care- 
fully considered judgment that unless improvement in all of the above outlined 
problems comes soon the GI low cost housing 100 percent loan programs will 
come to almost a halt. This has already happened in our small towns and 
communities over the State. 

We believe the only real solution is the creation of a sound and workable 
secondary mortgage market for low cost 100 percent GI loans coupled with a 
more realistic approach to appraisals by the VA offices and in fairness to all, 
both builder and veteran buyer, we ask you to use your influence to bring this 
about. 

As for specific recommendations, our national association has recommended 
to the President’s Housing Industry Committee, through our representatives 
thereon, certain legislative measures that will, if adopted by Congress, in our 
opinion, go a long way toward correcting most of the above problems, there- 
fore, we urge your careful and favorable consideration of these proposals 
when they come before you. 

Respectfully submitted, 

OKLAHOMA CiTy BUILDERS ASSOCIATION, 

Mr. Tracvur. Mr. Poore, how close should an appraiser be able 
to appraise a house ¢ 

Mr. Poorer. It’s often been said that an appraiser will allow himself 

» percent leeway and it is fairly well demonstrated on an inde- 
pende nt appraiser. By that I mean if I go down and hire an ap- 
praiser to appraise a piece of property for me, he would give me 
an appraisal and then he would say, “Now, Tom, I say this property 
is worth $10,000, but I would ask ten five for it, because I could be 
wrong about that amount of the appraisal.’ 

Well, 5 percent is a considerable variation when you are sticking 
close to the actual replacement cost without any allowance for it. 

Mr. Tracur. The VA has testified before this committee that they 
should be able to appraise within 5 percent. 

Mr. Poorer. That’s right. 

Mr. Tracur. What happens to a builder when you have to take a 
10 percent discount when you appr aise within 5 percent ? 

Mr. Poorr. When he missed it five and he is low five, what happens 
to the builder? Well, he will come out about five in the hole. 

Mr. Tracue. Do you find considerable difference between FHA and 
VA appraising‘ 

Mr. Poorr. According to the re ports of our builders, I build entire- 
ly VA, but our builders say there is a variation of from three to five 
or six and seven hundred dollars between VA and FHA. 

Mr. Teacur. Have your people ever considered—if you care to 
comment on this—have you ever considered what would happen i in a 
consolidation of our appraisal system of the FHA and VA system 
under either one or the other? 

Mr. Poort. Well 

Mr. Tracur. In many cases don’t you have duplication ? 

Mr. Poorr. Yes. There are some duplications. There are several 
ways to look at that. There are many opinions. Some believe that 











ees 


a 





2 
e 





GUARANTEED HOUSING LOANS IN THE SOUTHWEST 2983 


a consolidation would be better and some believe it wouldn’t. Per- 
sonally, strictly personally, I don’t go along with the theory that 
you can play one Government agency against the other, and there 
may be good justification for consolidation of the technical aspects 
only to e Jiminate the duplication of that. 

Mr. Tracur. I understand the President’s Housing Advisory Com- 
mittee is probably making arrangements along that line that it be 
consolidated one way or the other. 

Mr. Poore. I haven’t heard the report of the committee yet. 

Mr. Tracur. I don’t think it is out yet. 

One other question. Suppose I am a builder and I belong to your 
association and I build some houses or do a few things I shouldn't. 
Does your organization take any action ¢ 

Mr. Poorr. We have a disciplinary committee. That is a rather 
difficult thing to handle, as you can understand, but it is constantly 
the effort of our association to encourage our builders to build the 
best possible house they can build and then stand behind it, and many 
of us are issuing warranties with our houses. 

Mr. Tracue. Voluntary warranties? 

Mr. Poorr. That has been encouraged, yes. We hope that all 
builders will issue a warranty to assure the buyer that he is going 
to be fully protected. 

Mr. Tracur. As a builder of VA homes, have you had much 
trouble with the veteran not getting the home that he thought he 
was going to get? 

Mr. Poorer. No. 

Mr. Treacur. You know we have had that problem in some parts 
of the country. 

Mr. Poorr. That is pretty nearly impossible under our operation 
here because we submit a plan and specification, and if there is any 
deviation whatever from it, our VA office sees that it is corrected 
before the veteran gets the house. 

Mr. Tracur. We found in the District of Columbia the veteran 
would go to a lot and buy a model home and go to the VA and find 
the plans were altogether different from the model house. 

Mr. Poorer. I can understand how that might happen, but I don’t 
think it is possible under our operation in the loca] area under the 
jurisdiction of the local VA office here, because they are very strict 
in seeing that we conform to the plans that we submit. 

Mr. Tracue. That’s all I have. 

Mr. Meapows. If I came to you as a veteran purchaser and asked 
you to write a provision in the contract which made specific reference 
to the VA plans and specifications and went on to say that you guaran- 
teed that the house you were going to sell me would be identical to 
the plans approved and on file with the VA, would you have any 
objections ¢ 

Mr. Poorr. No, as a matter of fact my sales contracts and every- 
one else’s sales contract in this area actually gives the plan number, 
specified in the sales contract. 

Mr. Mrapows. And does the contract make specific reference to any 
obligation on your part to make these routine corrective visits or do 
you put that in separate in this warranty ? 

Mr. Poors. That is in the warranty. Of course, there is—I’d like 
to say in this connection, as to the warranty, there are two schools of 
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thought on the warranty. I take care of houses and many builders 
do, many, that are 3 years old. When I issue a warranty, my obli- 
gation ceases at the expiration of the warranty. Some of us feel that 
we might encourage those builders who are doing the most outstand- 
ing job of taking care of their affairs, to limit that responsibility much 
more so than they do today. Now, the question is whether that would 
offset the advantage gained by pinning the fellow down over here that 
doesn’t take care ‘of his ob ligt ations. It is doubtful to us that any 
warranty is better than the man behind it. 

Mr. Mrapvows. Mr. Poore, one of the main points in the statement 
here is a recommendation that the secondary mortgage market be ex- 
panded. There was an effort made in that direction by the creation 
of the so-called 1-for-1 plan. Did it in fact expand the secondary 
market? Would you comment on the effect or the operation or any 
experiences that any of your builders may have had with attempting 
to utilize the 1-for-1 plan under FNMA ¢ 

Mr. Poors. Yes. Of course, the 1-for-1 plan provided for the 
FNMA to sell its portfolio at 4-percent discount or 96, and there a 

percent mortgage under the present market simply will not sell for 
96; so, there ‘fore, the discount has been greater than that. Often- 
times it’s been 92 to 93 

Now, when you add to that, when you go back to get your com- 
mitment from FNMA for the ‘atilization of this credit that you have 
acquired, it is necessary to put up 1 point with another point with 
FNMA, and then when you close the loan you must put another half a 
point up so the result has been that if my mortgagee acquires this 
As percent mortgage at 96, sells it for 92. that? s r points discount, plus 
the 114 that has to go to FNMA, making 514, so, therefore, the mini- 
mum discount in the case of 1-for-1 is 514 veinte. 

Now, we run further into other problems because under the FNMA 
rules and regulations, they have a requirement there that you must 
meet their criteria for acceptability of this loan when you come back 
now with your 414 percent, and in this area that has be en established, 
insofar as the size of the house is concerned, at a 750-foot house. 
Therefore, if you have a 650- or a 700-foot house, then it isn’t eligible 
even though you ths ive bought and paid for your certificate. 

Mr. Meapows. Is that spread as severe when both of the mortgages 
with which you are dealing are 414- percent mortgages? 

Mr. Poorr. You never deal with a four and a half. 

Mr. Meapows. They wouldn’t use the 1-for-1 plan—— 

Mr. Poors. Yes. 

Mr. Mravows. Except on 4 percent? 

Mr. Poorr. No; your 1-for-1 plan is, I believe, it is 9714 on the 
414. If we buy out of FNMA at 414-percent mortgage, I think it is 
971, 4 we have to pay for it. 

Mr. Meapows. But the great amount of the activity has been in the 
replacing of 4- -pere ent with 414-percent loans? 

Mr. Poorr. That’s right. 

Mr. Meapows. You merely say that you recommend an expansion 
of the secondary mortgage market, but don’t comment as to how you 
think that should be accomplished. Do you have any views on that 
or does your organization take a position on the method by which 
that should be accomplished 
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Mr. Poorr. Yes. Because of that, it is quite complicated. Any 
mortgage, secondary mortgage market, would be complicated and 
because it is so complicated, we choose not to try to get into it because 
specific recommendations are being made to the committee through 
our association. 

Mr. Meapows. Do you know whether the President’s National Ad- 
visory Committee has concurred or is going to include that in their 
proposal, the same one advocated by the Association of Home 
Builders? 

Mr. Poors. I don’t know. 

Mr. Mrapows. But you say we may expect to hear from the Na- 
tional Association of Home Builders with a specific recommendation 
of how the secondary market should be expanded ? 

Mr. Poorer. Yes. 

Mr. Mrapows. You speak of land values in this area. Do you at- 
tribute what you describe as artificial lot values to appraisal or to 
system ¢ 

Mr. Poors. Primarily to system. I think that our appraisers are 
trying to do the best job that oo *y can under the regulations which 
they are forced to work. The VA veel ation says that they must use 
comparables, but the point that has been overlooked is that our com- 
parable has been set by the appraisers for 5 or 6 years; therefore, there 
is nothing to go back to and establish it, and the developers have over 
the setied of these years reduced their normal profit for land de- 
velopment in favor of the advance sales or predevelopment sales 
and, therefore, they are now back to the point to where they were 
before the war. We can’t go out and make these predeve lopment 
sales. Today we must invest our money in the land, invest our money 
in improvement, and take the chance on having to eat it. 

Mr. Mrapows. Can you cite actual examples where a builder has 
actually paid more per lot than he was eventually granted by the 
Veterans’ Administration as land value? 

Mr. Poorer. Yes, I am doing it right now myself. 

Mr. Mrapows. In regard to the Veterans’ Administration inspec- 
tion system, inspection of construction, it’s been a concern of this 
committee that the presence of these large discounts might create a 
great incentive for certain builders to attempt to gain the discount by 
building in inferior types of construction. Do you feel that the in- 
spection system of the VA here in Oklahoma City is effective enough 
to prevent a thing like that from occurring? 

Mr. Poorr. Well, I don’t only feel that it is; I know that it is. 

Mr. Meapows. You feel it is quite effective? 

Mr. Poorr. Yes, sir. If I wanted to get by with something, I 
couldn’t. 

Mr. Meapows. We are very glad to hear that. 

Mr. Poorr. We do have—I will say this in defense of the Veterans’ 
Administration here, we have a highly efficient and we think some- 
times too efficient inspector grouping, but they are conscientious. 
They are trying to make us produce everything we are supposed to 
produce and we do. 

Mr. Mrapows. That’s all. 
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Mr. Tracur. Mr. Poore, I wish you would comment a little more 
on your statement that the VA formula for establishing replacement 
cost is entirely too restrictive. 

Mr. Poorr. I have in mind there a situation of this kind. Say, for 
instance, I am going into the VA; I am going to go right through 
the whole operation, going into the VA w ith a panel for appraisal. 
They use a cost system that is developed the same way as the FHA 
develops their cost system. In other words, they go out and contact 
me as a builder, other builders, suppliers, and various other sources 
to obtain the actual cost of the materials and labor. That, then, con- 
stitutes what they classify up in the VA Office as their composite 
check. 

So I submit my plans and specifications for an evaluation. Well, 
first, the lot is treated entirely separate from the improvements. We 
get the lot value established on the basis I have outlined, which is too 
low ~ begin with, and then we understand that the procedure provides 
for a 10-percent profit for us builders, based upon the cost of replacing 
that property, plus, I believe it is 4 percent, for overheads of various 
kinds 

Well, now if that cost is not predic ‘ated upon the average, if it is 
predicated upon an efficient operation, you are dealing out some boys 
over here that can’t operate as efficie ntly as others, so the cost then is 
supposed, at least, to have the average cost of all builders of the area. 
Then if I am fortunate enough to operate more efficiently, I make 
more money. 

Mr. Tracur. Mr. Poore, you are speaking specifically of smaller 
builders. 

Mr. Poorer. Right. So many of our smaller builders, although they 
don’t have the overhead the larger builders do, they still don’t have 
the efficiency of operation, so actually his cost is about the same as the 
larger builder. 

So the thing is now, if the VA leans too heavily on the information 
supplied by the highly efficient builder, then he is penalizing the fellow 
over here that doesn’t have that efficient operation. So when that 
kind of a situation is applied out in the smaller communities, it just 
runs them out of business. Now, certainly cost, sales sana is a 
cost, financing expense is a cost—financing expense is an allowed 
evaluation, but we don’t think it is adequate. Advertising we must 
do today. 

Back during the critical housing shortage we didn’t have to do any 
advertising. We sold foundations. One thing is never considered ; 
attorney fees, income tax consultants that we have to have to stay 
out of jail, and to pay the taxes that we have to pay, we have to have 
that, and when we take all of those things into consideration, 4 percent 
plus field overhead just doesn’t begin to cover the whole cost; there- 
tore, I say it is too restrictive. 

Mr. Tracur. One other question. What about the red tape? Can 
we cut down on it? Is there too much of it? Does it take too much 
time ¢ 

Mr. Poorer. Well, anything that takes longer than a day is too much 
time for a builder, but I doubt if we will ever get our red tape cut 
very much more than we have already reduced it in this area, just 
simply because of Government. There are certain things that have te 
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be done in Government. There are certain procedures that have to 
be followed that can’t be ignored just’ in order to push something 
out. Now, we realize that, so we are not faced with about, I’d say, 
from 3 weeks to a month in some cases in getting a panel out, and that’s 
about as quick as we are going to get it out. ‘That is too slow for us, 
but nevertheless we recognize the fact that the VA office has got to 
conform to certain rules and regulations and follow a certain pattern. 

Mr. Tracur. Thank you. 

Mr. Jarman. Let me ask one general question, Mr. Poore. Is the 
Oklahoma City Home Builders Association sté anding generally be- 


hind the legislative recommendations that have been made by the na- 


tional association to the President’s Housing Industry Committee ? 

Mr. Poorer. Let me put it this way, John. We had a board of di- 
rectors meeting in New Orleans in October in which the national asso- 

ination submitted to the board a set of recommendations whic h they 
propesid to submit to the committee. Those recommendations were 
adopted in New Orleans and the officials of the association given the 
authority to commit that. 

Now, as to any changes, minor changes—there couldn’t be any 
major—as to any minor changes that might have been made when 
it was submitted to the committee, we don’t know, but in general we 
know what was submitted to the committee by virtue of the fact that 
we approved it at the board of directors meeting. 

Mr. JARMAN. The reason I asked, that is the sort of thing that we 
may be very well hearing from later on in concrete legislative pro- 

osals we will be passing on. 

Mr. Poorer. Thi it’s right, and we think that they are statesmanlike. 
They are not “gimme” programs; we are not asking for handouts. 
We are trying to be constructive in this whole approach and we are 
thinking of Government at the same time we are thinking of our- 
selves. As you can see, the approach there to the liability of the Gov- 
ernment insofar as VA loans are concerned in the event of a recession, 
should it ever happen—we hope it doesn’t, but should it happen and 
wholesale foreclosures should occur, then the Government would be 
. aced with having to pay out cash for some $19 billion worth of mort- 

gages which they now have guaranteed. 

Mr. Epmonpson. Your bonds at least would stagger that. 

Mr. Poorer. That’s right. In other words, a debenture could give 
them 10 years to pay that out instead of having to pay it all out at 
one time. That’s why I say our program, when you see it, you will 
see it is a statesmanlike program; it is not a “gimme” program at all. 

One thing I would like to say in defense of our housing program 
here, the commander raised some question as to whether or not these 
Negro or minorities were being taken care of. I would like to say 
that they are being taken care of insofar as economically possible, 
We have right here in Oklahoma City a large minority project under 
the 213 program. Mr. Stamford out here is building, I think, more 
than a hundred units for Negroes, and, of course, we have the prob- 
lem of the Negro not being able to qualify. Likewise we have the 
problem of an awful lot of white folks that can’t qualify, too. It is 
just simply economics, that’s all. And we’d like everybody to have 
a new home, but it isn’t economically feasible. That is the whole 
situation. 
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Mr. Wickersuam. Tom, don’t you think it is high time that the 
VA and the FHA should be giving serious consideration to the great 
influx of Korean veterans and servicemen who are returning and 


establishing homes or who will be rather shortly ¢ 
Mr. Poorer. I am awfully glad you asked that question. I meant 
to comment on it and forgot about it. You are just as right as you 
can be. There are a lot of them coming. There is some divided 
o some of our officials and us builders that we have 
caught up on our housing market, that the veterans’ need has been 
met. We don’t believe it has been met. I know it hasn’t been met. 
It’s merely a question of economics involved and that is the thing we 
the secondary mort- 


opinion amon 


have got to cure, and most of ite uld be « ured DY 


gage market and a realiz itlon or more realistic approach to this ap- 
praisal which doesn’t confine us so. that we don’t have the opportunity 
to absorb those discounts. Now, they have got to come. You have 
got the same thing ina mortgage that you have in a house. 


If I go out here and build 25 houses and I can’t sell them, I am going 
to have to sell them for what I can vet for them, for what I can sell them 
for. If I have mortgages to sell on those houses and I can’t sell them 
at par, I have to sell them for what I can get for them. It is purely 
and simply a dollars-and-cents system as long as we operate in a free 
enterprise and one thing | hope you ventlemen won’t overlook is that 


we operate under a ceiling sales pl ice. We have only the sales price 
of our property controlled. There is no control on labor. There is 
no control on material; there is no control on the mortgage discount. 
we only have one control and I have often said that you can’t have a 
partial control. You can’t just control one phase of any industry. 


Mr. EpmMonpson. You mean the appraisal is the control ? 

Mr. Poorer. Yes, definitely, and we can’t exceed it. If I can build a 
house, I can build a better rat trap than the next guy, and I can get 
more money for it, I still can’t get it. I have in numbers of cases and 
all of us builders have produced houses that we could sell for more than 
the valuation, but we can’t get it, naturally we can’t sell it because it is 
a violation of the law, so we are controlled on the top level sales price 
but no controls are anywhere else. And if this would add any empha- 
sis to it—well, I won’t say that. 

Mr. Mrapows. FHA, of course, has a different type of appraisal 
and different type approach. Are you suggesting a change toward 
the direction of FHA present procedure ? 

Mr. Poorr. I would say this. I would not want to see the ceiling 
sales price taken off unless we were appraising under a fixed formula, 
because if the sales price was taken off the ceiling, and we still were 
being appraised under the fee-appraising system, there is too much 
opportunity for personal opinion as to value and, as admitted, a 5-per- 
cent variation, so if the fee appraiser was appraising under that setup 
with no ceiling sales price, he would be inclined always to lower it 
5 percent. Well, if you want more for it, you can get more for it. 
And then thereby create a downpayment situation in your hundred 
percent loan. , 

Now, if your VA appraisal can be made on a formula basis just 
like FHA, then there isn’t room for that personal opinion to step in 
and the room for the error of 5 percent, because your system that is 
used is designed to be accurate and established. — , 
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Mr. Epmonpson. You think that 10 percent and 4 percent figure 
should be raised ? 

Mr. Poorr. Yes. 

Mr. Epmonpson. To what figure? 

Mr. Poorr. Well, I don’t say that it should be raised to a figure. 
I say that the VA should study our overhead and study our expenses. 
Now, the 10 percent is all right if they will allow suflicient overheads, 
but it’s got to be studied just like you have to study materials. In 
other words, my overhead is one thing, this builder’s overhead is 
something else, this builder’s overhead is something else, just like 
lumber ; so therefore it should be studied and it should be incorporated. 

Mr. Epmonpvson. You don’t think that 4-percent figure should be 
imposed then ¢ 

Mr. Poorr. No, I think if it was studied, it would come out more 
nearly 6 or 7 percent, because we get sued, gentlemen. We have peo- 
ple that are out trying to get something, you know. Well, thev will 
sue us for $25,000, or $30,000, or $50,000 for some little insignificant 
something. It costs us a thousand dollars or two thousand dollars to 
fight the suit. There isn’t any provision made for it. There is a 
contingent overhead that we have that we have to face, but there is no 
recognition given for it, yet we have to sell for a fixed sales price. 

Mr. Epmonpson. Mr. Poore, thank you for that statement. Did I 
understand that Mr. Mudd was here from your organization, too, and 
wanted to make a statement ? 

Mr. Poorr. Yes, he represents the organization. 

Mr. EpMonpson. Would you like to make your statement now ¢ We 
may have to adjourn in a minute. 

Mr. Mupp. My statement isn’t very long. We have the president 
of our Tulsa Assocation here. 

Mr. EpmMonpson. Would you like to have him sit here with you and 
both of you be available for answering questions ? 


Mr. Mupp. Yes. 
STATEMENT OF VERNON L. MUDD, TULSA, OKLA. 


Mr. EpMonpson. Would you state your name, please, sir, and your 
official connection ? 

Mr. Mupp. Vernon L. Mudd, Tulsa, Okla., builder and developer 
and president of the Oklahoma State Home Builders. 

Mr. Epmonpson. And you have with you now— 

Mr. Mupp. Mr. Ed Cohen, president of the Tulsa Local Association. 

Mr. Epmonpson. All right. Do you want to re acd your statement, 
sir ¢ 


Mr. Mupp (reading) . 


Hon. Ep EDMONDSON, 
Veterans’ Affairs Committee. 

Dear Sirk: In response to your letter of December 1, I offer the following 
information which in my opinion is to a great extent the cause of the lag in 
construction of new homes in general, and the lag in the VA program in particu- 
lar 

The primary reason of the dearth of VA building can be attributed to the ex- 
treme shortage of available mortgage money. What limited amounts of money. 
that are available can be obtained only by paying an outrageous rate of dis- 
count. As this discount, by law, cannot be charged in any part to the veteran 
buyer, therefore it all had to come out of the meager profit of the builder, 
which has consequently resulted in fewer and fewer VA houses being built. 
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We know you are interested in maintaining building in general on an even 


keel, + ve offer the following solution to the above problem as well as to the 
proble of maintaining a substantial volume of building under all programs 
of the Government, in order that we of the building industry may contribute in 
our sina ay to the bolstering of our national economy. 


Our national association has recommended to the President’s industry housing 
committee certain legislative measures that will be before you for consideration 
in the next session of Congress. These recommendations will, in our opinion, 
correct most of the current problems. therefore we urge your careful and favor- 
able consideration of these legislative proposals when offered. 

We have another phase of the veterans’ program which we feel merits your 
immediate attention Investors are reluctant, even in normal times, to consider 
mortgages in the small towns and communities. Also, there is too little money 
available for direct GI homes in the rural areas. Consequently, the veteran 
who lives in the small community finds it almost impossible to avail himself 








the housing privileges of his GI benefits. We urge that you give your atten- 

tion to increasing the availability of mortgage money in the small communities, 
Very truly yours, 
VERNON L. Mupp. 

Mh IcpM N SON. Do you hav Ly questiol 

I wonder if Mr. Cohen would like to add anything to Mr. Mudd’s 
tatement ¢ 

Nir. ( IT] : ] help | M Y Mudd prepare that statement and that 
{ ( ] oO thoug tmol ‘ 

We the Tul rea feel that we are getting a fairly fair appraisal 
inthe l imstance Of course. I thi Mr. Poore made a wondertul 
} tio i i a ly 1 the eq) it} that ioht exist. but. of 

those are not the nroble} of the Veterans’ Administration in 
our area because they get their orders from Washington and those are 
the problems that will ha to be taken care of by Congress. 

I don’t feel that we have y criticism for the manner in which the 
local office is handling their proble1 ae ver problems. 

Mr. Mupp. We went over and are acquainted with W a Mr. Poore 
was Oo fering was one reason there was no reason to re} ea all of this, 
because we are quite in agreement with that. 


Mr. Epmonpson. You “he want to say amen loudly to what he said ? 

Mr. Conen. Yes. 

Mr. Wickrersuam. I should like to ask you one question. Haven’t 
some of your builders also experienced some difficulty as a result of 
the indecision of the Government, particularly relating to air bases, 
Army bases and so forth, wherein the money has been authorized, the 
money has: been appropri ated and the buil« le r's pre pared to get ready 
to go ahead and build houses in that oe Iby, al d then the Depart- 
ment of Defense suspended that or held i in abeyance even though 
they have not cancelled out the watSan «sei nt on the F HA or VA loans? 
Clinton, Oklahoma is an example. 

Mr. Mvupp. Yes, sir, there has definitely been trouble in that regard, 
and it has put a number of builders in very bad financial trouble. 

Mr. Wickersnam. And the builders have not been compensated on 
any of the other projects for any amount of mone y to offset their added 
cost 4 

Mr. Mi pp. Yes, sir, that is true, and also you get into either your 
loca! situation, and likewise your situation now that vou have in re- 
gard to mortgage money, a builder or a developer of lots and land 
must make his planning 1 to 2 years in advance, and while we are in 
a lag of housing now, we m: Ly find it even more so in the years to come 
due to the fact that all of us have been afraid to go out and plan and 
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invest our money for a program which at present looks very doubtful. 

Mr. Jarman. I'd like to ask Mr. Mudd a question. You cite as the 
main reason, which we certainly all recognize, the extreme shortage of 
mortgage money. In your own opinion, what is the answer to the 
heabe: problem or is it being answered under the present percentage 
ce will time take care of it ? 

Mr. Mi DD. Well. | do not at all approve of a builder having to pay 
these discounts due to this—put it this way. Most of you gentlemen 
are probably attorneys. You have your services to se ll. It is more 
app licable possibly thi an someone who is se ‘ling some other Pp roduct, 
but regardless of what you are selling, you put a price on your produ t. 
If it is $10,000 and you sell it and you find a buyer that is ready, 
willing and able to buy it, but then he does not have that cash, he has 
to borrow the money. Now, why shoul d you sell your services, an 
attorney or me selling a house as a ‘builder, have to take out of the pri 
of that house a fee of $300, $500 or $700 in order to help that party bey 
a house? The only reason it is done is because the builder is trying 
to maintain his business and trying to help maintain the economy of 
the country, but I feel it is a very deplorable situation where the 


builder has to take money out of his pocket to help somebody get a 
loan which should be no concern of his. What the solution should ay 
I don’t know. I a advocate highe ‘1 interest rates. We have had 
our interest rates eased and conditions are improving now in this 


fall and winter han. We haven’t had long enough time, I don’t 
think, for us to really know how our new interest rate is going to work 
out. 

Mr. Jarman. You could, of course, by legislation, prevent discount- 
ing, but would you get your financing then? When you get down to 
the problem of— 

Mr. Mupp. That is a problem which has been under the guns of the 
building industry nationally and in general over the State and they 
are quite divided on that. Outside of maintaining your economy and 
helping with the national economy, my opinion is, as far as from a 
builder’s standpoint, he would be better off to close his program down 
until such time as he could secure mortgage money at a reasonable rate 
of interest, but that is very hard on the economy of the country. 

Mr. JarMAN. I think that that’s all I have. 

Mr. EpMonpson. Thank you very much, Mr. Mudd, for your state- 
ment, and for coming over, and you, too, Mr. Cohen. 

[ am sure that there are probably some witnesses here who have not 
given their names in to Mr. Meadows and want to testify. Any other 
witnesses who want to be heard this afternoon, would you kindly see 
Mr. Meadows either immediately after we recess here in a few minutes 
or as soon as we get back, as soon as you get back from your lunch. 
We have a meeting, a State association meeting that we are going to 
attend he re in a few minutes, and so our luncheon recess will be a little 
longer than would be customary in a hearing of this kind. 

We will recess — to resume the hearing at 1:45 this afternoon. 

(Whereupon, at 12:15 p. m., the hearing was recessed to resume at 
1:45 p. m.) 


AFTERNOON SESSION 


(The hearing reconvened at 1:45 p. m., pursuant to the taking of 
the luncheon recess. ) 
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Mr. Epmonpson. I want to place in the record as an exhibit here a 
letter from Manuel Grabel, commander of the department of Okla- 
homa, Disabled American Veterans, on the subject of GI home loan 
program in Oklahoma. I think that will be No. 

(Thereupon the document was marked “Exhibit No. 4” for identi- 
fication and received in evidence. ) 

Mr. EpMonpson. Do you wish to make your statement now ¢ 


STATEMENT OF JACK VESPER, TULSA, OKLA. 


Mr. EpMonpson. Would you give your name and official connection. 

Mr. Vesrer. I am Jack Vesper, with the Finance Corporation, 
Tulsa, a mortgagee who represents life-insurance companies. We sell 
all of our loans. We make to life-insurance companies or individuals, 
very few individuals. We represent 13 different life-insurance com- 
panies, and I believe it is a good cross section of the purchasing ideas 
of life-insurance companies in making loans. We make FHA, VA, 
and conventional loans. And out of those 13 companies—I do not 
know whether this is interesting to you or not, but 1 thought I better 
vo through on the line I have in my own mind as to some of the things 
you would like to know. 

Mr. EpmMonpson. We would appreciate it; yes, sir. 

Mr. Vesper. Out aesbase 13, we have 9 who will purchase FHA and 
~ \ loans to a greater or lesser degree. I mean by that for the past 2 

ars we have been on a quota basis with most of them. Fact of the 
Sa ness, at one time last May, we had no investor who would buy an 
FHA or VA loan because of the interest rate and the comparable earn- 
ings, which they told us, between investments which they could pur- 
chase. I think most of the people who we do business with, the 
builders and the brokers, have been pretty well educated, because we 
try to keep them up with the ideas or the facts of what our problems 
are in the making of loans for them. 

For instance, at the present time which, of course, is what we are 
interested in, we have one insurance company. Now, keep in mind’ 
this, that an insurance company will purchase loans from us on the 
basis that will give them the greatest earnings in comparison with 
their other investments. If they feel they cannot buy FHA and VA 
loans from us, they are going to seek some other kind of investment, 
bonds, purchase of a lease, or something like that. That has been our 
greatest trouble in our business, which is the basis of the FHA and 
VA loans. When we had the 4 and 414 percent rate, we were prac- 
tically out of business. At the present time we have one of our insur- 
ance companies who are wide ion n to send them any amount of loans 
we want at 98, providing, in one instance, where they will purchase 
in Tulsa anything north of Admiral Boulevard where a lot of our 
lower-cost housing is at 97, anything south of there at 98. but we do 
not get to service the loan. We can only make the loan and close it 
and send it to them and they service it themselves. The servicing 
amounts to 1144 percent. That is a source of profit for us. At least 
we think itis. As long as—I do not think 114 percent is going to take 
care of our troubie. 

Now, we have one of our other companies right now, they don’t 
want‘any FHA or VA loans. They will set us up a quota next year. 
They have been taking the attitude of running from January 1 to 
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January 1 and giving us a quota for the year, maybe divided in quar- 
ters. They don’t want any. Their last purchase, purchase price, was 
97. We have another insurance company wide open at 97. We can 
send them any amount we want subject to the cutoff. I said, “How 
long is this going to last?” He said, “It may not last until supper- 
time.” That was 30 days ago. 

Here is one of the bright spots in the picture to me that things are 
getting better in the mortgage business. Last Thursday one of the 
boys in the mortgage department called me and he said, “Jack, on your 
last quota for 200,000, that was for the last qu: arter,” he said, “you 
had left $61,000.” He said, “Do you need any more?” I said, “What 
price, Frank?” He said, “ Jh, the same price, 97. We could give you 
another hundred, 150,000.” You get the idea. In other words, their 
juota hasn’t been used up by some of the other investors by the cur- 
tailing of housing. ey the curtailing of housing, in my estimation, 
as our builders tell us, they can’t afford to do it on a discount basis, 
our FHA business Ha as completely dried up with our brokers in the last 
few months. Why? Because they can get a bank who is a friend of 
the man buying the house who will take it on a par basis. A few of 
those are being made, just enough to keep us. They take it by assump- 
tion of the loan. They sell the existing house with the loan already on 
it by assuming the loan. Maybe the owner carries back a thousand or 
two thousand dollars which is all he would have gained by making a 
new loan, but the owner can carry it back maybe on the second mort- 
gage where we couldn’t make an FHA and carry it back to the second, 

Now, we have one of the other companies at 97. They gave us a 
quota of $30,000 a month. That is three loans a month. That is 
another one of the investors which has kept us in business in the last 
few months. 

We have another one at 98. They have a stipulation in that, not 
square footage, not so much of this or so much of that, certain loe sides 
any loan that will have an FHA loan that will have a valuation of 
10,000 or more. That is the basis. That takes care of everything else; 
that takes care of square footage; that is only out in the better section 
with the white-collar worker. They have so many stipulations up in 
Columbus, Ohio, that we haven’t sent them any loans for years because 
they surround it with so many requirements. 

We have one fire-insurance company who took this past year, during 
this past year, $250,000 because we do a lot of fire insurance work. 
The reason I am telling you these things is that we are operating our 
brokerage business on a basis of getting the best thing we can at all 
times, but our main market now is 97, is the most they will pay. It 
looks like it is easing up some, but I don’t think it will from an in- 
vestor’s standpoint to the point where we will have a free market. 

Mr. Epmonpson. What was the low point it reached on the invest- 
ment market ? 

Mr. Vesper. The low point it reached with us was 95. We had 
several offers to buy at 95, but we had better offers until they all went 
up at the advent of the 314-percent bonds put on the market. 

Mr. Tracur. Did you come from Oklahoma City or Tulsa ? 

Mr. Vesper. Tulsa. We have an office in Oklahoma City. 

Mr. Tracur. It is not only the Tulsa area; it is all over Oklahoma 
that you are speaking of, these companies ¢ 








2994 GUARANTEED HOUSING LOANS IN THE SOUTHWEST 


Mr. Vesper. No. These companies, we cannot be represented in 


Oklahoma City. Our Oklahoma City office has been in operation 2 
years and they have practically no investors because these people, 
when we opened the Oklahoma City office already have correspond- 
ents in Oklahoma City. Our Oklahoma City and our Tulsa operation 
s altogether different \n investigation by vou individually, which 
you don’t have time to do, would reve il to you som e astonishing facts 
in that our Oklahoma Citv office has made practi: ‘ally nothing but VA 
joa on } oh discounts. 
Mi UE, What ; the difference? 


t 
i 
Mr. Vesrer. What is the difference? Ten percent is the difference 
valuation in the eastern district of Tulsa and a City. 
Mr. Tracur. That is the point I was making, is it Tulsa that was 
favorable or all over ieee. I think that is probably true 
throug iout the United States. 
Mr. Vesper. We have a different situation. It is admitted, and I 
think a well-known fact. The boys that preceded me didn’t want to 
stick their neck out, but J wil stick my neck out as an individual, not 


as representing the mortgage banker or anything else. It has nothing 
to do with it. We operate our company and we are entitled to operate 
it on a sound basis, but we are fighting this thing eve ryday. I have 


the responsibility of the adnate of Adams & Leonard, which is 
the finance corporation, and the contact with the investors, and in the 
9 years that I have been there since 1944, I have spent more money on 
long-distance calls to keep in contact, practically every week, with 
our investors to keep them in the market, more than I have spent in 
the previous 8 years, but I don’t hesitate if something comes up or a 
taaieen where it looks like there is an advantage that I can pass on 
to the builders. 

Re ‘member, in this discount work, I think there is no justification for 
a discount market, no more than there was a premium inarket. You 
take a premium market—like Bill Clark, who you probably know, 
one time in a meeting in Texas stood up and told us about his ope ration 
up there and Bill said that they were getting a premium of 3 and 314 
percent. We were getting 114 and 2 in our territory out here. Their 
premiums are higher back there. Your interest rate is on a much 
lower basis. The further west you get, I think you will find out that 
the interest rates are higher as you go west and in the Southwest. 
We continually try to build up this part of the country. 

I said, “Bill, how much of that premium do you retain?” He said, 
“Oh, we don’t keep but 1 percent. 

Do you know what happened to the other premium? He passed it 
back to the builder. Some of the builders know about it here. I think 
some of them have had a premium given to them on loans to purchase 
them in a few years back, and that’s a bad situation, a par market, and 
I am going to say right here that the only thing I think will ever cure 
it, and I highly recommend from an individual standpoint that the 

ceilings are taken off on interest rates and they will seek their own 
level in a degree as justified in the territory where they are made. I 
have some builders tell me it would go wild. It might go wild for 30 
days, but don’t you think the insurance companies wouldn’t soon 
straighten it out. It would level off, and I think they would level off at 
l4 percent. 
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Mr. Tracvr. We find that veterans as a whole know very little 
about interest rates. They are interested in the small downpayment 
and a long time to pay it. We feel like they have to have some pro- 
tection on interest r: ite. 


Mr. Vesper. I think your competitors and my competitors—and 
don’t you think it’s not one titive. There are plenty of us want 
to make loans—would cure that in a big hurry, because don’t you 


think some of these veterans are not getting educated and don’t 
think the brokers are not getting educated who sell them the house and 
the builders. I don’t get a lot of business from these gentlemen 
sitting here this morning. I can go fishing and hunting with all of 
them, but that friendship doesn’t mean anything when they can pass 
it on to a buyer because it makes that much easier for their house to 
sell. No,sir. To my mind, a free interest rate, the builder who made 
a talk this morning, he said the only thing the ceiling was on was your 
VA appraisal. No, sir. There is a ceiling on interest rates and there 
is a celling on what we can make. I remember back when the FHA 
said that we could charge as much as 214 percent for making a loan, 
up to 214 percent for the servicing of a loan, the service charge. Then 
that was cut to 1 percent. That is the ceiling. Personally, we don’t 
care. As a mortgagee, as far as I am concerned as the mortgagee, 
it doesn’t make any difference to me whether it is a 10 percent dis- 
count or an 8 percent discount or par or on a premium market. I 
would rather see the premium market, because 1 never gave away a 
dime of my premium market. I didn’t charge for making a loan a lot 
of times, because competition took care of it, but the 1 percent that 
we are set on now, that’s all we can ever make. That’s all we can 
make out of originating, and I'll tell you it’s awful tough to keep it 
going because or the detail work, the (ie ape and the detail that we 
have to go through to make an FHA or V A loan, and when it gets 
down to the $7,000 and $8,000 elass, which is the house that you want 
and the houses that we need to take care of the veterans, a lot of them, 
it doesn’t make it profitable. It costs us just as much to process a 
$7,000 house and make a $70 service charge and absorb some of the 
other expenses that are not allowable under VA rules and regulations, 
and it is not encouraging for us to make VA loans. 

Mr. Tracur. Do you find considerable difference between the red- 
tape of FHA and the redtape of VA? 

Mr. Vesrrr. Well, yes; I would say your VA for us in Tulsa is 
considerably more in some respects. Now, taken altogether-—— 

Mr. Tracur. Could it be just as simple ? 

Mr. Vesper. It could be just as simple. I am heartily in favor of 
a combination of FHA and VA offices. 

Mr. Tracuet. You mean completely ? 

Mr. Vesrer. Completely, all processes, VA and FHA and all. You 
gentlemen know as well as I do what caused it in the first place. It 
was strictly a political problem. The GI bill of rights in its inception 
should have been dumped in the laps of the FHA boys to administer 
it for the simple reason—we talked about that at lunch. The reason 
the VA program was balled up, and I still think to a great measure 
the personnel—I have a lot of respect for them and I have no criticism 
to cast upon them, but they didn’t have the trained personnel because 
they couldn’t get them. If you remember, when FHA went into 








2996 GUARANTEED HOUSING LOANS IN THE SOUTHWEST 


existence, there was a nell of a lot of mortgage men out of work 
and they hs id pic ke d t he choice of them, because I know friends of 
mine, we had 123 people in the office of Bomford Bros., down here 


that were thrown out of work. Today all of those people are strung 
over the country in the mortgage business, a lot of them with FH A 
nd VA. Whenthe VA chek wate wien, was at a time when we 


had ll employ me nt. [I can remember when the VA office, when we 
invited, after 6 weeks, after the VA office was supposed to be operating 

Oklahoma, we invi ited the head of the VA office at Muskogee to come 
to Tulsa to a mortgage meeting, and he told us how he was running 
the es al over there—no disrespect to him at all, but he was a hos- 
pital man. He told us after he had been running the hospital and 
Pe g care of the sane over there, somebody asked him about the 
GI bill of rights. He said, “I don’t know a thing in the world about 
it. AJ] I know is that we have 57 bags of mail from Washington and 


we can opened any of them yet.” 

Mr. Tr \GUE. There has been dist ussion in the President’s Advisory 
Committee of consolidating the appraisal sections and ins] ection sec- 
tions of the VA, but I don’t think they have talked of putting them 
completely together. 

Mr. Vesrer. Of complete consolidation of the two oper: ations ? 

Mr. Meapows. You know, Mr. Vesper, there is more to it than loan 
guaranty and loans on the homes. There is business-loan activity 
and the farm-loan activity and the direct loans, so it would mean 
that total consolidation would add additional duties to FHA to say 
the least. 

Mr. Vesper. Wouldn’t you have the trained personnel to put under 
the administration of FHA with the different branches of your VA 
administration ? 

Mr. Mrapows. We have discussed the matter with certain officials 
of ' Housing and Home Finance agencies, and they exhibited no interest 
in assuming the responsibility for the administrs ition of presently 
comp yleted mortgages. The y ha ve tanned of starting at some fixed date. 
They don’t want to picl K up t he $19 billion worth of paper lying 
around: it is not FHA or Housing Finance that is eager to have the 





job. 
Mr. Vesper. ] suspect it does. Now, we have no sale at all for title 
I, section 8, and I think it is a good loan. We have no investor that 


will take it. 

We have another thing that stymic s us—the fact that they won't vO 
out in the smaller towns. I don’t know what we could do. I don’t 
know what could be done to encourage more of that. 

Mr. Meapvows. Do you think the suggestion of raising the amount 
of guaranty not to exceed $7,500 would take the investors into the 
small towns? 

Mr. Vesper. I thought that over. I don’t know. It seems to be a 
problem with the investors of considering the income and whether a 
man could keep up his payments. In other words, no insurance com- 
pany wants to buy a loan which is going to become a default. They 
say, “Let’s stay away from those areas.” They have been on a re- 
stricted amount of money. In other words, here is what you have now 
at the present time. I think it is getting much better in the last few 
weeks. I think your investigation here is coming at a very opportune 
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time, but I don’t think our investors, the life-insurance investors, at 
least they indicate to us, are going to get away from a discount mar ket, 
but if it doesn’t, they are going to stymie your building. Whether 
we have caught up with the housing, I think that would be some- 
thing for builders to investigate, not only for you, but because of their 
own business, because some of them are going to get hurt if they don’t. 
If they are overbuilding some areas, I think it would be well for them 
to analyze it. 

Mr. Epmonpson. Do you think it would be well to enlarge the direct 
loan program to take care of the farm loans on the smaller community 
loan ¢ 

Mr. Vesver. No, I don’t, unless you could do something that would 
make it attractive to investors, eliminating ceilings on interest rates 
and let those seek their own level 

Mr. Epmonpson. You person ally would have no objection to seeing 
that enlargement / 

Mr. Vesrver. I’d be tickled to death to take care of the veterans 
where it cannot be taken care of by individuals. 

Mr. Epmonpson. I think that’s a very fair position. 

Mr. Vesper. It is. I would be tickled - death and I would help 
work with any program that would do it. If it were set up ie 
we could process it, we have the Serene to do it. lf we don’t. we 
will add it. 

Mr. Epmonpson. Mr. Vesper, did you have some other points ? 

Mr. Vesper. I had something here. I mentioned the overbuilding 
of houses. I don’t know, but it appears to me from some of the sta 
tistics we have received, which I can’t remember, from the MBA meet 
ing in Florida, about how many possible VA loans are to be made yet, 
overlooking the fact that there is a tremendous job ahead of us yet, 
because very few of the GI’s, practically none of the Korean veterans 
and practically none or a good prope rtion, | guess far over 60 per- 
cent of the World War II veterans, have still not taken advantage 
of their GI bill of rights under the home purchase and there is a tre 
mendous job ahead of us yet. 

Mr. EpMoNbDson. Do you think the Mortg: age Bankers Associ: ation 
nationally would adopt the same view you have as to enlargement of 
the direct-loan program for the rural areas? 

Mr. Vesper. I don’t know. 1 would hesitate very much to answer 
in the affirmative on that. 

I would say this, that a lot of my good friends in the MBA, and 
I have served on 2 or 3 committees, and I am well acquainted with 
an awful lot of people, but I would say that most of the fellows who 
I know would, I think their personal feelings would be somewhat 
the same as mine. 

Mr. Traaur. Mr. Vesper, we have had a few reports that some 
of your large insurance companies go into your small towns and place 
1 or 2 loans just to be able to say they do, but still attempt to dis- 
courage any type of thinking on the direct-loan program. 

Mr. Vesper. Well, I don’t believe any of our companies have, be- 
cause those that have taken them in smaller towns, they want to keep 
us in the perimeter. I think the main reason for that is they want 
to keep us where we can service those loans to the best advantage, not 
only for ourselves. It would be unprofitable for me in Tulsa to try 
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to service a hundred loans down in Lawton, and as you probably have 
known, some of the large insurance companies or one especially, has 
gone into the direct servicing of their own loans. That isn’t anyv- 
thing new. They have had them servi ed, we serv iced over $3 niullion 
worth of loans, they have, for the last few years in their own office. 
ann have changed back and forth from the corresponding service 
to direct ser icing. It has been a questiol of whether it paid them 
to pay for the servicing of the loan or service them direct. We have 


made a lot of small-town loans. We have one company that would 
just as soon take them as long as we stay in a district that we can 
adequately service that loa In other words, if we had to get to see 
the people, in a car, we could probably make it within an hour. 


Mr. EDMONDSON. Well. lo voking al th e overal] picture ot this GI 
bill and looking also at the probl em of farm manpower which is be- 
coming an increasingly serious problem in many parts of the country 
where you find the average age in some part of the country over 50 
for the average farmer, if something isn’t done to make it more ap 
pealing for the younger men to stay out on the farm, we are really 
going to have a problem of doing the farmwork and getting the food 
for the Nation in the future, and I am very glad to see you take the 
pos tion that you take as to the direct-loan approach out in the rural 
areas. 


Mr. Vesrrer. I think if these life-i ie ce ompanies don’t get busy 
and start taking that kind of fale hich I think you have in mi id 
or as I understand it, to make a Aeieatae home out on the farm close 


to where he can have the same advantages, his electric refrigeration, 
his deep freeze and his electricity and butane gas, if he doesn’t have 
natural gas, I think that’s a problem that we've got to face, and is 
here now, and I have been a farmer myself. Many years ago I worked 
on a farm, and I know those prot blen is, and we must have desirable 
living conditions. And if the insurance companies and the other in- 
vestors and the savings banks back East don’t start taking them, I 
think there should be a direct-loan program. I think there is a lot 
of mortgage men that wouldn’t agree with me on that, but they can 
do it, and they should do it. It’s up tothem. Because you take our 
out-of-town loans and our delinquencies, even in the lower income, 
and I think they ought to take the 25-year loans. I think that the 
mortgagees should educate people and thoroughly go into it, which 
we do in our office, as to whether they should take a 20-year loan or a 
25-year, because they are going to pay a lot more interest, if they can 
pay it, but if they can’t, there should be a provision to make a 30-year 
loan. Now, if the insurance company doesn’t want to make the 30- 
year—I have had to get it, and I made many individual loans on the 
basis of a 20-year loan and make the balance due at the end of 10 
years. Then they can refinance it, make it on the basis of monthly 
payments for 30 years, make it mature in 15 years. 

Mr. Epmonpson. We might want you to come to Washington to 
testify up there one of these days. 

Mr. Vesper. I'd be glad to do it. Anything else? 

Mr. Epmonpson. No. We appreciate very much your coming. 

I think Mr. Fraker with the American Legion is here to make a 
statement. Would you come forward, Mr. Fraker? 
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STATEMENT OF ELMER FRAKER 


Mr. EpmMonpson. Would you state your name and position that you 
have ? 

Mr. Fraxer. Elmer Fraker, department of Oklahoma, American 
Legion for Oklahoma. 

Mr. Epmonpson. Mr. Fraker, I understand that you are familiar 
with the position which the Legion takes on a department level on the 
GI home loan program and the present situation, and I'd like to hear 
your comments on it. 

Mr. Fraxer. Well, of course, the American Legion being respon- 
sible for the legislation creating these GI bills, we naturally like to 
see the laws put into effect for the purpose for which they were writ 
ten and we do know that in this particular area a great many boys 
would lke to get loans that haven't gotten them. And I don’t know 
whether it is because of lack of avallability of funds, but there has 
been some backlog. We feel that an \ boy that wants to get out on 
the farm and is qualified to do a farming job, he should be given that 
opportunity, because it was put into the law with that intent, and 
if it is because of administration or because of the fact that the law 
isn’t correctly written, why, we'd naturally like to see those correc- 
tions made, whichever it is. 

Mr. EpMonpson. Do you have any specific recommendations as to 
changes or enlargements or improvements of the program that should 
be made ? 

Mr. Fraxer. None specifically, except to say that if there is a short- 
age of money for the fund, if the funds are not available, I think 
Congress should make those funds available. 

Mr. Treacur. By that do you mean that through insurance com- 
panies or loan organizations, if we don’t have the money, we should 
expand our direct loan ? 

Mr. Fraxker. I think so. In other words, if the private concerns, if 
it cannot be made where private concerns such as loaning agencies or 
lending agencies or insurance companies, as you referred to there, 
if they do not have the funds, why, it should be made available i 
some manner. 

Mr. Treacur. That’s all I have. 

Mr. FrRaKker. Probably by appropriation. 

Mr. EpMonpson. Do you have any other recommendations? 

Mr. Fraxer. No; I think I was particularly called down here a 
moment ago to tell you something about the State farm-loan program 
which might affect your situation. 

Mr. EpmMonpson. Yes, sir ; I'd be interested to know what the status 
of it is. 

Mr. Fraxer. I will make it as brief as I can. You gentlemen from 
the Congress know that a number of States have passed farm-loan 
measures; Texas, California, North Carolina, Mississippi and, I be- 
lieve, New Jersey. And they have worked very successfully. Our 
legislature was adjourned this spring and it had passed legislation at 
the insistence of the American Legion setting up similar measures. 

Mr. Epmonpson. Is that the Shoemake bill ? 

Mr. Fraxer. That is the Shoemake bill from your hometown. Mr. 
Shoemake being chairman of the veterans committee in the senate, 
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he introduced the measure and piloted it from the senate. Mr. Shoe- 
make did that. 

This bill, briefly—I will tell you what it provides for and you gen- 
tlemen can tell wl atone it affects your program, which I think it will. 
It would be more or less a subsidiary to your own program. 

I might say, to seutem these remarks, that the attorney general of 
Oklahoma and the acting head of the Farm Loan Agency for the 
State of Oklahoma are now in the East for the purpose of selling bonds 
to start this program in Oklahoma. Whether they have had suc- 
cess or not. I don’t know, because there is one thing, the faith and 
credit of Oklahoma is not "pledged in this particular piece of legisla- 
tion. In other words, the land would be held as a security, and I be- 
lieve that all the other States that have this program have pledged 
the faith and credit. Of course, in Oklahoma, you will have to take 
it to a vote of the people before you can p ledge the faith and credit 
of the State, and it may be necessary for us to initiate this same bill 
and have it presented to the people in case those bond buyers do not 
care to buy it. 

Mr. Epmonvson. How large a bond issue is it? 

Mr. Fraker. The bond issue would start at about $10 million and 
then the legislature, the next legislature, to meet would increase it if 
it is necessary. 

Mr. EDMONDSON. What percent bonds? 

Mr. Fraxer. The bonds are to sell, the maximum they can get is 314; 
in other words, they are 314-percent bonds and these bonds now are 
based—you are familiar, I know you Congressmen are, with the type 
of bonds that have been issued here by the State for the es of 
the Turner Turnpike and the dormitories at Oklahoma A. and M. 
College. This follows the same procedure, this type of bonds that we 
have, and the ine ome, of course, iS suppos ed to retire the m and the ] land 
ItS¢ lf is eX] ected to be the collateral or the surety. Briefly, this is 
what it provides for: A loan of up to $15,000 to any GI who might 
want to purchase land. If it is a home that he wishes to build, they 
will loan him $10,000. The maximum period for the farm loan is 35 
years; for the city property or the home in town, 25 years. The rate 
of interest, the maximum rate of interest, at which these boys may 
be charged by the State, then the agency is 414, and it is so set up that 
if a boy wanted to epand® 30,000, that would be all right, but as far 
as the State, it would be $15,000. In each county there would be set 
up & scree ‘ning committee to determine the advisability of the loan. 

Then, of course, procedure is set up for the State agency to have 
those to check the lands, to see as to vi alues, the appr aisers and that’ s 
been done—if you are familiar with what’s been done in Texas and 
Mississippi and California, it is modeled quite a bit on their plan 
there, and, briefly, that is the program that we have here in Oklahoma. 

The requirements, of course, are that the man must have had 90 
days of active service in the military forces of the United States. 
It is mts to World War I, World War IT, and Korean veterans. 
That briefly, I believe, covers the high spots in that, and, of course, 
if that comes along, I think it’s quite obvious that that would take 
some of the pressure off of you. 

I will assure you of this—this is in the way of a side remark—that 
in case we cannot sell those bonds under the present terms, then the 
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American Legion, joined by other veterans groups, will undoubtedly 
see that the measure is taken to the people in order to pledge the faith 
and credit of the State if the bondsmen say, “You are going to have 
to have that before we will buy your bonds.” 

Mr. Epmonpson. I am sure Mr. Teague shares my view that it is 
a fine thing for the State to be assuming responsibility in that field 
and doing what they can to meet the need. 

Mr. Fraxer. It is marvelous what’s been accomplished over the 
years in California, and there is no one out there that opposes it. It 
doesn’t interfere with the private lending company and those who are 
in the market to loan. It is an opportunity for those who have money 
to loan, and on top of it, we found that California has made a lot of 
money for the State. In other words, it finances itself quite well. 

It is anticipated our program in the State would, too, because 75 
percent of the interest that comes in would have to go into that fund. 
That would only leave 25 percent. 

Mr. Epmonpson. I'd like to commend the Legion and Senator Shoe- 
make and other members of the legislature for putting that legisla- 
tion through. 

Mr. Fraker. I might say, his being from your hometown, he did a 
mavelous job putting in the bill, and practically every Senator wanted 
his name on that bill. That is how popular it was here. 

Mr. Epmonpson. Is Mr. Jim Diamond from Bartlesville here? 

Mr. Jensen is here, isn’t he? He stepped out for a minute; all 
right. 

Mr. R. H. Reynolds, Lawton. Is Mr. R. H. Reynolds here? 


STATEMENT OF R. H. REYNOLDS, LAWTON, OKLA. 


Mr. EpmMonpson. Would you state your name, please, sir, and your 
organization ¢ 

Mr. Reynotps. R. H. Reynolds. I am the president of R. H. 
Reynolds Co., Inc., builders. 

Mr. EpMonpson. Are you from Lawton, Okla. / 

Mr. Reynoutps. Lawton, Okla. 

Mr. Epmonpson. We would be very much interested in hearing your 
comments on the GI home-loan situation in the Lawton area, Mr. 
Reynolds. That is an area of considerable population growth re- 
cently, I know, and I suspect you probably have some interesting 
information on the subject of the home-loan program over there. 

Mr. Reynoups. We made a survey—I say we—the real-estate board 
and the home builders and the lumber association, and it showed a 
t-percent vacancy over the entire city; I never did get the exact figures, 
but somewhere around 3 percent of that is very undesirable, so 
we feel like there is about 1-percent vacancy which is way above 
normal, and I understand through the grapevine—this is not to be 
written—— 

Mr. EpmMonpson. Off the record. 

(Diseussion off the record.) 

Mr. Epmonpson. Tell us when you want to go back on the record. 

Mr. Reyno.ps. All right. 

Mr. Tracur. Mr. Reynolds, what percent of your building down 
there is veterans and what percent are men still in the service ¢ 

41315—54——4 
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Mr. Reynoups. The biggest percent has been veterans on account of 
being an Army post. 

Mr. Treacur. Veterans on the Army post or back in the service ? 

Mr. Reynowtps. Most of them are in the service, and then there is a 
big percent of civil service and, of course, at the present time Spartan 
has taken over the aircraft and they are also requesting some units 
tor their men. They can't find al y place for their employees that are 
coming in to live there. 

Mr. Treacur. This thing you wanted off the record, that wouldn’t 
have anything to do with your veterans, would it? That would be 
nostly for men that are in the service now and that live there on the 
post, would it not ? 

Mr. Reynorps. That’s right, but most of those are veterans and 
want to buy a VA housing, most of them are housing. 

Mr. Teague. They can’t buy unless they have gone out of the 


ce and come bDback 1n. 


Mr. Mrapows. Yes. they can, 90 day s of service with an administra- 
tive type discharge tor 24 hours. 


Mr. Tracur. Well, I guess I am wrong on that. 

Mr. Reynowps. th aaa alied myself, What I was getting at, 

re is going to have to be a lot of houses in Lawton or else the Gov- 
ey nt is going to have to come in and build some, and at the pres- 
ent time the VA program is bog going down: the FHA has bogged 
down 01 account of drainage are s they were puzzled about. 


Mr. Treacur. We read in the ‘paper every day there will probably 
i reduction in the number of people in the service that would dis- 
courage builders from going into a place with a big Army camp like 
Lawton. 

Mr. Reynouips. They have just completed enough permanent bar- 
racks to house around 10,000 men, and the grapevine has it that they 
will be completely filled shortly after the first of the year. If that is 
the case, there will be a worse shortage in Lawton than there has been 

ven during World War II. 

Mr. Tracur. What is the population of Lawton ? 

Mr. Reynotps. I think they estimate around 47,000. I think the 
telephone company or somebody made that estimate here just a short 
time ago. 

Mr. Meapows. Discharge is required. Apparently there are some 
returning. 

Mr. Teacur. A man in the service can’t get a loan. He has to have 
been discharged. 

Mr. Meapows. The catch is there are 24-hour discharges, ad- 
ministrative discharges, where the man for all practical purposes is 
a career soldier, but he technically became a veteran. 

Mr. Reyrnoips. The point is, I have quit building GI houses en- 
tirely. 

Mr. Epmonpson. Why is that? I'd like to know. 

Mr. Reynotps. You want to stay here all afternoon ? 

Mr. Epmonpson. We will stay here long e nough to find out. 

Mr. Tracur. Is it mostly because of money ¢ 

Mr. Reynoups. Low appraisals is the thing, and then, of course, 
the mortgage market. 

Mr. Tracur. Do you have a problem of men in Lawton buying a 
home for a short time and being transferred away ? 
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Mr. Reynoups. That is a very big problem. That is very big. I 
don’t remember just exactly, but it seems to me like the houses turn 
over 3 times in 5 years. I forget now just what, but it’s a big turn- 
over whe re they sell equity and the other boy buys equity and he lives 
there until he transfe rs. There is a tremendous turnover. 

Mr. Tracur. That is the only way you can get a place to live. 

Mr. Reynorps. That’s right, and, of course, if you want to save 
some money, there is quite a difference in what you can rent a house 
for and what you can buy in equity and make the monthly payments. 

Mr. Tracur. I think all small towns with Army camps have a 
inique problem in this housing situation, 

Mr. Reynoups. That’s rig oht. 

Mr. EDMONDSON. Do you hi ave any sugeestion as to what we could 
do to help that proble m down there? 

Mr. Reynotps. Well, a builder has got to be able to make a profit 
if he is going to build a house. That’s necessary and it just can’t be 


done The last 5 houses I closed out cost us—we took a $3.350 cut 
n 5 houses and they ranged from $6,650 to $8,750. 
Mr. 'Teacur. Was that because of appraisals¢ With the demand, 
ertainly you wouldn’t have to lvour house at a loss. 
Reynoips. Y« ell them at the appraisal price. You don’t 
have any choice on that. And you got them at a low downpayment 


or you can’t sell them. 

Mr. FEpMoNnDSON. Isn’t there considerable Government housing 
there for troops stationed in that area ? 

Mr. Reynouips. There is the Wherry housing, 500 units. I believe 
it is 500, that was built there and there was a bunch of this 608 or 
whatever they call them. In other words, there were 1,500 built in 
Lawton in the last year, both colored and white. 

Mr. Epmonpson. Are those filled up? 

Mr. Reynoups. They are filled up. They were classed in that 95 
percent occupancy. Lawton is in very good shape. The only thing 
they need now is an opportunity to build, and TI can’t build without 
making a profit. 

Mr. Epmonpson. What do you think of this suggestion that Mr. 
Poore made on behalf of the Home Builders Association of Oklahoma 
City? Were you here? 

Mr. Reynoups. Yes, I was here. I don’t know just what you have 
reference to. 

Mr. Epmonpson. Of the 100 percent guaranty and set up to $7,500. 

Mr. Reynorps. That would suohably help, all right, but the prob- 
lem we are facing, and there is no way to get around it, we have got to 
have more money for the house and we also made another survey. 
There are around 8 percent increase in the last, oh, 7 or 8 months in 
our cost in building in Lawton. 

Mr. Epmonpson. How much increase ? 

Mr. Reynotps. Around 8 percent. 

Mr. Epmonpson. In the last 7 or 8 months? 

Mr. Reynotps. Yes. Sheetrock, steel, paint, hardware, plumbing, 
all of it. 

Mr. Mreapows. Then, you are implying it is mainly a materials cost 
advance and not on labor cost. 
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Mr. Reynotps. We are not too much concerned on labor. It is ma- 
terial. isthe main thing. Of course, as the cost ot living goes up, labor 


has to 1ave more money. ey 
Mr. Mreapows. But vou feel that the main cause for this increase that 
vou referred to is materials and not labor in this instance. 


Mr. Reynoups. That’s right. . 
Mr. Epmonpson. Mr. Reynolds, thank you very much for appearing 


and Vv appreciate your coming up. 

Mr. Ri yNoups. I could give you a lot of information on why I quit 
building and that is the main thing. There is no profit in it. 

Oh, yes, there is another thing I wanted to say. 

Mr. Tracur. Before you go further, do you pin that down to ap- 
praisals now, that the VA will not give you an appraisal that will 
let vou make a profit on your building? Is that what you are saying ¢ 

Mr. Reynoups. Yes, that is the only thing you can say. You asked 
this mornimne, talking to Mr. Poore about warranties on houses, keep 


ing them up, well, that isa very se1 ious thing in Lawton and 

Mr. Tracur. In law? 

Mr. Reynoups. In Lawton. We have a soil condition down there 
that is treacherous. It may sink; it may heave. It is going to do 
spent. We are all certain it is going to do something, and I 
suspect three-fourths of the houses in Lawton have cracks under them 
and over the window and maybe the foundation is buckled a little bit 
and cracked, and it is not the builder’s fault, and I have talked to 
FHA and VA both to try to get an engineer, a good one, down there 
and design a foundation that would somewhere near hold where we 
wouldn’t have that trouble. It would be impossible for a builder to 
guarantee that house to keep it up for any length of time. 

Mr. Tracur. If you were buying a home, what would you expect? 
What kind of an agreement would you expect the builder to give 
you é 
~ Mr. Reynotps. Nothing. From what I know about it, I wouldn't 
expect him to give me anything. 

Mr. Tracur. You would expect your house to crack and what not? 

Mr. Reynotps. That’s right. I think probably a foundation could 
be desig? ed, but it would probab ly increase the cost of the house in 
the neighborhood of $400, maybe more than that if you get one that 
will really hold. When that land dries out, you can walk along the 
side of the foundation and stick your hand down the side of the 
foundation there. Itisthat big a crack. 

Mr. Epmonpson. It’s been pretty dry the last few years. 

Mr. Reynoxps. It doesn’t take long to do that; just a month’s dry 
spell and that will happen and then when it rains, the water runs in 
the crack and it gets wet under the foundation, and it is like a 
hydraulic jack; something is going to give. If it is stronger one place 
than on the other, there is going to—if you are using a truss roof, 
your center wall on your house is going to stay put bec: ause the mois- 
ture doesn’t get to it, and the outside raises up and maybe your whole 
house, underneath the wall where the fioor is, pulls the wall off the 
floor. There are a lot of things that we have to battle down there. 

Mr. Epmonpson. Some of that Texas sand blowing over there in 
Lawton ? 

Mr. Reynoups. We don’t get much from Texas, just the wind is all 
we get from Texas. The reason I wanted to bring that up is because 
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I think that something ought to be done about the foundations of 
housing in Lawton. I don’t own the house I live in, and the first time 
they fired one of them guns, a big crack went from the window up to 
the ceiling. My wife just watched it go up. 

Mr. Epmonpson. Is that when they fired the 280 millimeter cannon? 

Mr. Reynotps. No, that was just a little gun. I don’t know what 
it was. 

Mr. Epmonpson. Thank you, Mr. Reynolds, very much for your 
statement. We appreciate your coming. 

Has Mr. Diamond come in or Mr. Jensen ? 

Mr. England from Stillwater. Mr. England, will you come up and 
have a seat, please. 


STATEMENT OF N. M. BUD ENGLAND, STILLWATER, OKLA. 


Mr. Epmonpson. Would you give us your name, please, sir, and 
your organization / 

Mr. Eneianp. I am N. M. Bud England, Stillwater and Cushing, 
small private builder. I'd like it understood, too, that I would like 
to speak only in behalf of the small builder, small volume builder of 
the smaller areas. 

We are running into a lot of difficulty in our area trying to build 
houses for the veteran, the veteran in general and the workingman, 
nonveteran, who wishes a house under 800 square feet or one who can 
afford only a house of that size. Small builders should be taken into 
consideration since they make up over 80 percent of the builders of 
America. 

The cost of building in our smaller areas is much higher for sev- 
eral reasons. Due to the smaller volume operation, our buying power 
is less. We have more freight; we have more traveling and lost time 
cost running from our distant area to the Oklahoma C ity or Tulsa 
office of the FHA and VA and other offices involved in home con- 
struction. 

Another thing we encounter is that the large mortgage companies 
do not consider small areas good risks as they do in Oklahoma City 
and Tulsa, for instance. Mr. W. R. Johnston, who testified this 
morning, hit the nail on the head when he spoke of the fallacy of 
selectivity in the buying of loans. This, of course, brings us to the 
question of discounts which we builders of homes in smaller areas en- 
counter, of course, the discounts being higher in our areas than they 
are in the supposed to be more choice communities. 

Our local financing organizations have little sense of responsibility 
toward the veteran. This is not to be spoken in general, because we 
have some very fine smaller institutions locally that are sup porting 
us as far as they can, but many of them have not awakened to their 
obligation to the veteran and to the community, and certainly they 
haven't been educated to the business side of the veterans’ loans, th: at 
is, being a good venture. 

A good example of the conditions of the workingman and the vet- 
eran who wishes to buy the smaller home is to be found in Drumright, 
Okla. Drumright is an oil-producing center of about. 5,000 popula- 
tion with a trade area of 8,000 people. Not counting the urban 
peopl 8,000 people are to be found within a radius of 5 miles of the 
city, living in leased houses of all descriptions, places that an up and 
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COMmmMNE farmer wouldn’t even house his chickens and COWS in, and 
why?’ For the reasons that I have already pointed out. Absolutely 
no mortgage money available from the local financing groups or east- 


ern banks and insurance companies. You can drive down the streets 
or on the byroads in this community and you will find just an old 
hack with a good Buick or Oldsmobile sitting in front of it and 

nice tall TV aer doin t06. I maintain that this is an inequity in the 
standard of living for the average small town American family. 
They don’t live these chicken houses because they want to; they 
live there cause that is the o1 nly place there is to live; the sy Ci an’t 
afford to drive from ae and Oklahoma City to Drumright each 
day to work. This, too, I maintain encourages the subsidized public 
housing which we all, I am sure, agree is not a good thing for America 


since it adds an addition: il tax burden upon us, and we are tax-consci- 
ous and tax-burdened already 

Mr. EpmMonpson. May I inte rrupt to ask you this question. When 
a house is built in an area like the Drumright area you are speaking 
of, is there any financing at all available or does the person just have 
to have the money in the bank to build the house ? 

Mr. Eneranp. If vou are one of the chosen of the community there 
of lor 9 standing or you are of one of the better families, you can get 
financing from the local banks. 

Mr. Meapows. On a short-term basis? 

Mr. EnGiLanpD. On a short-term basis. 

Mr. Meapows. With a high interest rate ? 

Ir. Eneianp. Five and a half is the lowest and usually six. Now, 
my expe rience in Drumright has been this this year. This is the first 
year I have attempted to build there. I have built 3 homes at this 
time and trying to plan 2 more. As to one house, the man was an 
unusual sort of a fellow and had cash. That was nice. One of the 
ot] ers, one of the other boys, we went to F H A and ] am paying, if I 
am able to close the Joan at all, Iam pay ing at least 5-percent discount, 
and only one place that we can find that will take the loan at all, and 
: bea “ frankly, it’s only because the man who originated the area 

developed the land is a good quail-hunting buddy of the mortgage 
man, is the only reason we are g etting that loan closed, because I 
happen to know that the man who originated the mortgage is doing 
it for no profit. 

Mr. Mrapvows. Have you ever attempted to build a house under a 
direct loan where the veteran starts off and cooperates with you as his 
builder and tries to get a direct loan on a proposed construction ? 

Mr. Enetanp. No, I haven't, si 

Mr. Epmonpson. Do you know of any direct-loan houses built in 
that area? 

Mr. Enoatanp. No, I don’t think there are any. 

Mr. Mreapows. You don’t think 





Mr. Eneianp. When the mortgage situation was better, there was 
about 30 houses built in this area where I am building, and the mort- 
gages were sold at par, but that no longer exists, of course. 

I was going to go on there and mention the third house I built. We 
took the savings and loan—you see, I live at Stillwater and the savings 
and loan at Stillw: ater and one of the banks have been very cooperative 
in trying to help us out on this program. The savings : and loan went 
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with me to Drumright and financed one house and theirs is a business 
the same as mine, and, therefore. they - ad to charge the boy a little 
more money and 6-percent interest because of the distance from 
Stillwater. 

{ had the same thing happen in Alton which is smaller. The down 
payment was greater and so was the interest rate. Incidentally, all 
these that I have spoken of were veterans, but the man who had the cash 
to pay down, and it certainly worked a hardship on these fellows and 
I know of others jus t like the two boys now for whom we are trying 


to obtain EF H. \ loan S. Because we have | st t confidence in even being 
able to do it through the GI program in this particular community, 


they gave me a small deposit of a hundred dollars apiece when we 
agreed upon the contract, when we signed the contract, and I have 
tried constantly to get a commitment, a firm commitment, on these 
loans in this area and I have not been able to do it. And if I don’t, 
within another week or so, this has been about 2 months, and if I 
don’t obtain a firm commitment in a week or so, I will be obligated 
from the standpoint of conscience to return their hundred dollars 
apiece and tell them I am very sorry, I can’t do you any good. I main- 
tain these boys deserve the houses just the same as the boys even with 
a greater income in the larger cities, because, after all, they went just 
as freely when they went, and they prayed just as diligently that 
they could return to a better world. 

Mr. Meapows. These veterans could meet the credit requirements? 

Mr. ENGLAND. Yes, in the size they have chosen. 

Mr. EpmMonpson. None, however, has tried the direct loan approach ? 

Mr. Enotanp. I don’t believe they have. 

Mr. Epmonpson. I would be interested to know what their expe- 
rience was if they did seek the direct loan. 

I wonder if Mr. Cleckler might not know of any applications from 
that area. 

Mr. Cieckier. Is that in our territory, Drumright and Oilton? 

Mr. Grisrrapr. No, sir, Muskogee district. I don’t know whether 
he is talking about Stillwater on these loans. 

Mr. Eneianp. No, Stillwater is in good shape 

Mr. Epmonpson. Are Mr. Bondurant or Mr. Goddard still here? 
Mr. Goddard’s wife was ill and he had to return to Muskogee. 

Mr. Cueckirr. I heard Mr. Goddard say this morning that this 
quarter he got $233,000 for direct loans. Now, of course, I don’t know 
what his applications are and how that is spread out, but apparently 
Muskogee is getting as much or a little more for direct loans than we 
are. Is that correct, Mr. Gilstrap ? 

Mr. Giutstrar. They have made more direct loans than we have. 

Mr. Epmonpson. I am sure they have, looking at these figures. On 
a per capita, I would say twice as many. 

Mr. EnNGuANp. That is one of the disadvantages in small-town build- 
ing, the fact that we as smaller builders are normally, we are not 
as much up-to-date on the very latest arenes as the larger oper- 
ators. They may have one man or the builders themselves may con- 
stantly keep i in touch with every little thing that is going on legis- 
latively and so on, and by the time we find out those things and get 
unwrapped from the redtape, the money is all gone. 

Mr. Epmonpson. Before you give those boys that hundred bucks 
back, I wish you would try the direct loan approach on it, and I think 
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the committee would be interested in knowing what the developments 
were on it if you tried it down there and were not able to get any 
success on it. 

Mr. Meapows. We do not want to mislead you that there is no 
difficulty, because they have to get on the priorities list and you have 
to have plans and specifications for that individual house almost like 
those you would reproduce on the community project, appraisal is 
made from the plans and specifications, but we don’t want to mislead 
you that it would besimple. It would take quite a bit of qualification 
with the plans and specifications on which he could get his loan 
approved ona prior basis. 

Mr. Enoianp. We are getting over the idea that anything is simple 
any more anyway. The point I am trying to get ac ‘ross is the difference 
in the small-town builder and the large builder in the larger places. 
I think I would like to make a suggestion here as to the cures of some 
of our ills. First, of course, I] would like to see the local financing 
agencies educated to the idea of the value of this program, not only 
from the st: indpoint of loys ulty to their community and to the veteran, 
but also it should be proven to them—and I don’t seem to be capable 
of doing it—that this is not a matter of them donating their money 
or their time; that it 1s still a good business proposition to take VA 
loans. I would like to see—if this isn’t done, especially, or even if 
it is done, I would like to see an expansion of the FNMA program to 
make it truly an orison of distress in this Nation, or if FNMA cannot 
or will not set up some other means of support for these people. 
The are just as worthy as anyone else, of course, as we all recognize. 

One suggestion might be that if some way could be worked out to 
guarantee a secondary mortgage market, guarantee that market to 
the local banks, then the »y would certainly be willing to cooperate with 
us and go through wi ith us on these loans if they knew that they 
could sell the mortgage when the thing was completed. Our bankers. 
most of them, are willing to cooperate with us if it means no risk of 
loss to them. 

Mr. Mrapows. Would they service the loan, too? 

Mr. Eneianp. Yes, in many cases. In most cases they will. But 
your smaller town banker, in comparison to your big town banker, is 


kind of like the small-town builder is like the big-town builder. They 
just don’t know what it is all about. That is, generally speaking. 


Some of them keep up on it, but very few, because they are thinking 
about John Jones whee *y cattle they have mortgaged or the banker’s 
son’s home whom they have a mortgage on, or the guy in the hardware 
store up the street that they have a mortgage on. That is the kind 
of mortgages they are thinking about, not home loans or not FHA 
and VA loans. 

Mr. Epmonpson. I think those are some good suggestions and we 
appreciate getting them. Thank you very much. We appreciate 
your coming. 

Is Mr. Pratt here? 


STATEMENT OF ROY 0. PRATT, ENID, OKLA. 


Mr. Epmonpson. Will you state your name and your connection. 
Mr. Prarr. My name is Roy O. Pratt from Enid. I am in the real 
estate and mortgage business. 
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We have been continuously serving Enid and that area for 51 years. 

Mr. EDMONDSON. That, too, 18 an area ot conside rable growth in 
recent years, and also of defense activ ity on pretty cood si ‘ale: isn’t it? 

Mr. Pr ATT. That’s right. My purpose in coming down here today 
was because I thought maybe I could be of some assistance in answer 
ing some of the questions that so many of the people have brought up 
about the small-town areas and all, because in my territory, well, it 
runs clear through the Panhandle. ‘That is 300 miles long. In fact, 
it is about 300 miles from Oklahoma City, and after you leave Enid 
and from there on west, there is no financial institution of any 1m 
portance; so, as a result, oa people have to depend on the financial 
institutions in Oklahoma Ci 

I can tell you exactly wh: ; hi is happened and it concurs with what 


vou have he ard this morning, that the mortgage money began to 


fall off a couple of years ago, and first they started cutting off the 
towns in the west end and they gradually came on back in until 
those people out there, there is absolutely no money available. In 
Enid, which is a larger place, we have had just a bare trickle of 
money for two local building and loan associations, but it’s been, it 
just wasn’t enough to do any good at all. As a result of that, build- 
ing particularly from Enid west, both FHA and GI has been com 
letely shut down for, oh, almost 2 years. 

Mr. Epmonpson. How many counties would you say that applied 

. Mr. Pratt, what you just said ¢ 

Mr. Pratr. Oh, | believe probably S or 10 counties right along 
the north side there. Now, in Enid, it looks like the money is, at 
least we see indications that maybe there 1s going to be some money, 
but it has restrictions on it. The house has to be so large: you have 
to have a downpayment and they are selective as to their location 
and all that kind of stuff, which eliminates a great number of houses 
that might be built. 

Now, that absolutely eliminates everything west, because the larger 
mortg: ge companies will not, as long : as they can vet all the food loans 
they want here in Oklahoma City and Tulsa, they are not interested 
in going 300 miles away and picking up a loan because their servicing 
prob - we can realize is much greater out there. That is the reason 
for 1 

So the only source of money available in the Panhandle is FNMA 
money, and until they got this 1 for 1 deal, there was absolutely 
none of that. 

Mr. Mrapows. Has this 1 for 1 given any relief? 

Mr. Prarr. They can’t afford it. 

Mr. Meapows. Is that because of the discount arrangements 
described here earlier today ? 

Mr. Pratrr. We had a few distress loans, as you would call them, 
that is, loans that had been committed—maybe the house was built 
and we couldn’t get them c ‘losed— that the people did take just in — r 
to get out. We need money with no downpayment in that enti 
area. If you require a 5 percent downpayment, plus normal dobiein 
on $10,000 property, that veteran still has to have quite a little bit 
cf money and then, particularly if it is 10 percent downpayment, 
well, he has to have a whole lot of money to get a house that is what 
they require him to build, 850 square feet or something like that. 
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The demand out there is just the same, in fact, greater for this 
reason, While all this has been shutting down the past v years, 
families are being created much faster than they are able to build 
houses. The Korean veterans are coming home and in that area we 


nave yustas big a need, I believe. as we ever had. 
Mr. Epmonpson. How about the direct-loan program out in there? 
/ 


Do you know its availability ¢ 
Mr. Prarr. Part of that was eligible for direct lending, 1 or 2 


counties, but now, of course, it is all eligible. Now, this is from actual 
experiel because our office is the type office where we go out and 
have ss aaiehialle take the applic ation from that veteran, because there 

ho one nan area like that, which we call the short-gr: iss country, 
they don’t know all the rules. the regulations and all of that. We 
darned near have to write the specifications for the contractors out 


there, because they won’t be careful enough to write them the way 
they should be written. 
I tell you that to show you that we are a ‘tually, well, we are the 


last ru g on the ladder when it comes to this loan business. We have 
to personally service them. The difficulty, I guess, from an area to 
far removed from Oklahoma City would be that those people, unless 
there is someone to build for them, they’d have to come in here first 
to find out what the requirements are and to find out if these loans 
were available. Then they would be given an application and be told 

hat exhibits were necessary. They'd go home and either just get 
plumb lost trying to get prepared or they'd get prepared after a 
fashion and send it in, and it would be sent back to them and then 


they’d have to come in again, and by the time they get through with 
getting their certificate of reasonab le value and their closin ie and all 
of that, well, they’d just throw up their hands. It’s almost an endless 
job. 

Mr. Merapows. That confirms some of the things that the loan 
guaranty officer said. They very seldom get a loan in that has all the 
exhibits. 

Mr. Prarr. There are changes, like this gentleman said, there are 
changes those people have no way of knowing anything about. 

Mr. Meapows. Have you ever personally assisted or attempted to 
vet a direct loan on proposed construction where the veteran had to 
submit plans and specifications for prior approval? Have you ever 
attempted a thing of that nature? 

Mr. Prarr. No. SoIthink there is 1 or 2 things going to have to be 
done in order to insure an adequate flow of money into areas like 
ours up there, that is, either get us a permanent secondary market like 
Federal National Mortgage or, as you know, interest rates increase the 
eee out you get and the more remote your servicing problems be- 
comes, or let the interest rates adjust themselves to what it would take 
to get money out there. That’s kind of the story and I’d be glad to 
answer any questions th: it you might want to ask. 

Mr. Mravows. Do you feel that there would be a problem or do you 
feel that the veteran in those areas would understand if we hadn't 
some sort of a regional system of interest rates or free system of inter- 
est rate where he was paying 514 percent in Enid and some other vet- 
eran, able to secure the money, at 4 or 414, do you feel that the veteran 
would understand the necessity for that and wouldn’t feel he was 
being discriminated against ? 
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Mr. Prarr. He might feel that he was being discriminated a igainst, 
but he would feel better at being able to get it some place than he 
would not to be able to get it at all, and I do think he would under- 
stand it, because they are pay ing more for everything out there 

Mr. Meapows. This local problem of servicing is not insurmount- 
able, is it? When we did have FNMA, someone in this rural-type 
area did service those loans. That is not an insurmountable problem, 
is it? 

Mr. Prarr. You mean service them after they are made? 

Mr. Mrapows. Yes. 

Mr. Prarr. Yes, we made a world of loans out in that area, Guymon, 
Boise City, and the whole Panh: indle for one mortgage company. Of 
ourse, they do their own servicing, and I don’t beheve they have en- 
countered any difficulty. 

As an example to show you how remote it is, they would send their 
men from Kansas down to take care of this area rather than to send 
their men from Ok: thoma ‘ity, because it is closer from Kat sas 
Mr. Mreapows. But they had some local institutions making col- 
ctions and that sort of thing ? 


Mr. Pratrr. No. 

Mr. Meapows. He would make a trip down, make a circuit? 

M . PRATT. No, the loar payment are ma led in. 

Mr. Mrapows. By mail. I see. They weren’t turned in locally to 
nstitution / 


Mr. EnGianpb. No, sir. 

Mr. E.monpson. Does the office in Enid have a staff to be of assist 
ance to you in the preliminary stages ¢ 

Mr. Prarr. No, I am not acquainted particularly with their setup 
there, but I would say no, because they are not in the mortgage loan 
business or that type of business. I don’t think they know anything 
about it. 

Mr. EpmMonpson. Their loan guaranty people are pretty much over 
in Oklahoma City in the central office? 

Mr. Prarr. They are all here. We will let the mortgage men figure 
out how to do it, but I am telling you what the needs are in that area: 
it is an adequate supply of money with no down payment. This 
selectivity business in Oklahoma City and Tulsa, the further away 
you get, the tougher it becomes. 

Mr. Epmonpson. Mr. Pratt, thank you very much for coming. We 
appreciate it very much. 

Is Mr. Crosby here? 


STATEMENT OF ANDY CROSBY, LAWTON, OKLA. 


Mr. Epmonpson. Would you give your name for the record and 


your connection. 


Mr. Crossy. My name is Andy Crosby. I am a home builder and 
former attorney in Lawton. I have been liste ning with considerable 
interest to the problems particularly relating to mortgage financing 
that have been proposed here. In Lawton, as has previously been 
stated, we have finally been able to absorb a great amount of building 
that has occurred in the last couple of years, and we are confident that 
we have a market for GI houses. 
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While the loan discount problem is great, we have even as great a 
problem in the values that the VA has set. Whi at is the use to build 
it if you can’t make money and if it sells at par? As an example, we 
built a house in Lawton un pe FHA inspection. That house had an 
FHA value of $12,950. The VA appraisal was $11,700. 

Mr. Meapows. What a ally happened to the house? 

Mr. Crospy. It was sold on the VA appraisal and I'd like to com- 
ment about that in a minute. 

We ad anothel house across the street where the FHA value was 
$14,000. Tl rl apprais il was $12,750. There is exactly $1,250 dif- 
fere) ce between eac h of the mi. 

Now, our experience, and I assume that it’s probably true every- 
where, is that if you get an appraisal, if you are selling a block of 
houses, and offering either FHA or VA financing, and the VA comes 
out the lowest, your FHA sales price must of necessity be reduced to 
those that have been previously established by the VA. You can’t 
offer the same house on the GI appraisal at $12,750 and across the 
street try to sell it on an FHA loan at $14,000. You just can’t do it. 
I don’t know who is right. whether FHA is right or VA is right in their 
methods of arriving at their value. 

Mr. EpmMonpson. Were the same individuals involved in the ap- 
pra sal Ol both of those or were they different individuals ? 

Mr. Crossy. I think the appraiser was the same man, and in my 
ow opinion, it’s not the fault of the appraiser. 

Mr. Mrapows. Excuse me. Could it be the same man? 

Mr. Crospy. I mean the same VA appraiser made each. 

Mr. Epmonpson. What I meant was it the same VA appraiser and 
the same F HA appre uiser ? 

Mr. Crossy. I don’t have any way of knowing whether the FHA, 
the same FHA appraiser works each case. I am pretty sure that 
the same VA appraiser worked each case. I can’t believe that if the 
cost basis of the VA and the FHA are both current, that there can 
be that n uch difference n the value of one house. 

Mr. Mrapows. You did hear the discussion, I believe, by Mr. Poore 
where he pointed out there was a fundamental difference in the ap- 
praisal approach between FHA and VA. 

Mr. Crospy. It seems to me that the approach is preliminary to 
reaching your conclusion, and a house is worth within a few percent- 
age points of so many dollars no matter what particular approach 
you use. 

Mr. Mi ADOWS, I believe there is till a basic difference in philoso- 
phy between the FHA appraisal and objective, and the VA appraisal 
and objective. The VA says they are seeking to find the real value 
of the property. Now, FHA uses some other terminology in long- 
term value. 

Mr. Crossy. Ordinarily, sir, up until the last, oh, year and a half, 
the values were reversed where FHA in using a method that attempts 
to arrive at the value over an extended period of time as against its 
present value of it, the VA value would ordinarily give a greater VA 
value than an FHA value, and during the building boom in our area, 
that was ge nerally the case. 

We think in Lawton that the cost basis, or whatever basis is being 
used by ‘the Vterans’ Administration, certainly needs checking into, 
because - 
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Mr. seam Replacement cost idea, you think? 

Mr. Crossy. I don’t know what the cost basis or the method is. I 
do know that their appraisals aren’t enough for us to make any money. 

Mr. Meapvows. Were those two properties that you mentioned spe- 
cifically appraised as existing properties or were they appraised on 
the basis of cost figures submitted by you prior to construction ¢ 

Mr. Crospy. These and some others I mentioned were all appraised, 
were all built with FHA inspection, and on completion we had the 
VA inspection. 

Mr. Mrapows. They established the value on what they saw; you 
didn’t submit them a set of cost figures showing them what went into 
the house ? 

Mr. Crossy. No, sir. 

Mr. Mrapows. Did you at any time build under the VA program 
where you obtained the appraisal on the cost approach 

Mr. Crossy. I would say we built two or three hundred houses 
in the last few years. 

Mr. Mrapows. What experience did you have on those? 

Mr. Crossy. Our experience up to about a year ago was good. 
We made money under the VA program and we gave them a good 
house. Our experience lately is such that we cannot see our way clear 
to build GI houses even though there is a market. 

Mr. Mrapows. Could you put your finger on the place in the VA 


formula that causes the diffic ulty? You heard statements this morn- 
ing to og effect that it was failure to allow for land values, men- 
tioned by Mr. Poore. Can you put your finger on the inequity or 


failure ot the cost formula that seems to cause the difficulty ? 

Mr. Crospy. As you know, the cost formula breaks in various sizes 
of houses. Our experience has been that when we build a house of 
over 800 feet, or generally that size, the larger we go up to 1,200 feet 
or so, the hs irde rit is to ee out on it. We have been attempting to 
buil ii Ina pr ice class of $10,500 to $12,500, try mg to build a 3-bedroom 
brick house. We can’t seem to be able to build in that price class at 
all. We have been able to reduce the size of the house and the sale 
pricing and come out fairly well. 

Another point that I might mention along with the fact that we feel 
the cost basis is wrong—— 

Mr. Epmonpson. Do you want to take a couple of minutes? 

Mr. Crossy. No. We have discovered considerable inconsistencies 
in the fee appraisal system as used by the VA. 

Mr. Meapows. Will you again identify? Are you talking of both 
the appraisal of exist ing properties or the cost System £ ¢ 

Mr. Crossy. I am now comparing VA appraisals on similar or 
identical houses where there is a considerable difference in value 
that—— 

Mr. Meapows. In your opinion it is not justified ? 

Mr. Crossy. Is not justified. For example, we have one house that 
we have built where, on one side of the street, it is appraised for 
$10,900. Across the street the identical house is appraised for $9,850. 

Mr. Mreapows. What were those? 

Mr. Crospy. $10,900 to $9,850. I might say this compilation has 
not been given to the VA and I am sure they will make some effort to 
straighten it out. 

Mr. Meapows. This is an identical house? 
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Mr. Crosny. Same plan reversed. 

Mr. Mrapows. But there is no substantial difference, no land value 
that might account for that, a corner lot or something ? 

Mr. Crospy. No. I might say that there are so many, so much 
di fle rence here that I am sure there is an error somewhere and I ani 
satisfied it will be corrected. 

Mr. Meapows. Were these appraisals made on existing properties 
nere ¢ 

Mr. Crosry. We have tried to follow the policy of vetting FHA in- 
spections and on completion a GI final, which gives us the chance to 
them either w ay. 

MM . MEapows. These were existing properti es, completed houses, 





| you got this variation in appraisal on two identical houses ? 

Mr. Crosspy. Yes. As I say, | think we can get it estan ie out. 
I live in Lawton, which is a hundred miles away. Every time I have 
to come up here to get straightened out, it costs money, takes time. It 


prettv hard for us to start a project where you select your basic 
house plans. We can’t see far enough ahead: we don’t know when we 


start out and get some appraisals whether we can reasonably expect 
that val es are going to conti inue to be olven us. 

Mr. Mrespows. Would you care to advance an opinion as to the basis 
of these unsatisfactory appraisals? Is it personality y or do you feel 


that the appraiser is working under a system which he himself cannot 
change ¢ 

Mr. Crossy. Basically, in my opinion it is the system. I am very 
definitely opposed to the fee appraiser system in the first place. I 
can see no benefit whatever in using that system over the system used 
by FHA. 

Mr. Mri ADOWS. In other words. the salaried appraise ré 

Mr. Crossy. You get so much variance; you get so much personality 
in it, that I don’t believe you get in the other system. 

Mr. EpmMonpson. Are your appraisals ordinarily done by Lawton 
people there # 

Mr. Crossy. I might say that on this particular project 6 were done, 
out of 10 houses, 6 were done by a Lawton appraiser and 4 by an 
out-of-town appraiser, and the values are considerably different. 

Mr. Epmonpson. You think the out-of-town appraiser has a more 


objective approach ? 
Mr. Crossy. No, sir, we feel that our local appraise rs have a better 
approach. In the first civ, apparently the costs that are used by 


Oklahoma City appraisers in Lawton are Oklahoma City costs and 
they don’t represent our costs. I think basically it is the fee-appraisal 
system that is giving us so much of our trouble. It is making us— 
well, we are undecided. We don’t know what to expect. We haven't 
had that same trouble with FHA. 

Mr. Meanows. Are these instances here, or the three instances which 
you have cited as comparisons es FHA appraisal and VA ap- 
pre Paaka are iver the only ones? ‘do you have more? 

Mr. Crospy. I have others. They are running about the same. 
They are running about 10; the VA is running about 10 percent less 
than the FHA on the identical house. 

Mr. Meapows. How long has that condition existed ? 

Mr. Crospy. I would say it has varied from 5 to 10 percent for at 
least a year, and that is why, even if we get a par market and have 
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a market for the houses, we still have a very serious problem in being 
able to meet the demand. 

Mr. Mrapows. Did you carry to the ultimate conclusion in these 
instances where you have not accepted the VA appraisal, have you 
gone ahead and sold at the FHA price? 

Mr. Crospy. I mentioned that a while ago, if you get any houses 
on VA appraisals in your area or in a town the size of Lawton, possibly 
in the town, to have a low reasonable value, those houses tend to 
depress the values of the others, because you are in competition with 
them, and if one of my competitors has similar houses a mile or so 
away from me that he is selling for the GI ap pr: aisal, it is going to 
be pretty hard for anybody anywhere to sell on FHA when the FHA 
is greater. We have pretty generally taken the position that FHA 
values pretty well represent our cost —_ a reasonable profit and our 
experience has borne that out. We are building some GI houses in 
Lawton right now I don’t think we are going to make any money on. 
We are building them to get our money out of the land. I would like 
to build some. We have, as I said, we definitely have the market. I 
can’t seem to get too worried about mortgage financing right now, 
because I can see a problem just about as great before I even get that 
far. 

Mr. Epmonpson. Do you have local savings and loan associations 
there in Lawton that are carrying a pretty good portfolio on GI 
loans ? 

Mr. Crossy. No, sir, pretty generally they are confined to conven- 
tional loans. Our mortgage financing is nearly always down in Okla- 
homa City. We have more trouble than a lot of towns because of the 
fact that we are close to a military installation and that works to our 
disadvantage. 

We certainly have no quarrel with the Veterans’ Administration. I 
don’t think it is a matter of personalities or anything like that. It 
just seems to me that when you compare the ease with which you can 
start a project and work it through under one system as compared 
with the problems you have using the other method, that one is appar- 
ently better set up to handle it. 

Mr. EpmMonpson. You stated a few minutes ago that some time back 
the variation was just the other way around, and the VA appraisals 
were well above the FHA appraisals. 

Mr. Crossy. They were, oh within two or three percent of it, yes, sir. 

Mr. Epmonpson. But above at that time? 

Mr. Crospy. Yes, sir. It would seem to me— 

Mr. Epmonpson. Can you account for that fact that they were over 
the FHA for awhile, when FHA, as you say, pretty well approximates 
cost-plus a reasonable profit? Is there any reasonable way of ac- 
counting for the VA appraisal being over that ? 

Mr. Crossy. Of course, these fellows go around and make up the 
cost books periodically and a lot of that de »pends on who made the last 
one, particularly if you are in a rising market, which we were. We 
had, back in 1950 and 1951 particul: arly, why, prices were changing 
every day and the VA, I believe, at that time was making a real effort 
to stay up with it, and they did stay up with costs and that was when 
they were doing, I don’t know, 80 or 90 percent of the business in 
Lawton at that time. 
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Mr. Epmonpson. I think your fellow townsman from out there testi- 
fied that there had been a 7 or 8 percent increase in costs in your area 
in the last 7 or 8 months. Is that your experie nce ¢ 

Mr. Crossy. I heard him say that. I have had very recent experi- 


ence in some of my subcontracts whe — has been an increase. My 
experience Is that it is not that great, but there definitely has been an 
increase. Percentagewise, I don’t know. 


Mr. Meapows. In this appraisal problem, the Veterans’ Administra- 
tion breaks its program down to the value of the house and the value 
of the land. Do you care to comment on experience on land values? 

Mr. Crospy. My experience on land values has been fairly consistent, 
about as consistent as two people can be. 

Mr. Mrapows. You don’t feel that is the major source of difficulty ? 

Mr. Crospy. Not in our territory. 

Mr. Mrapows. It is the cost of the house ? 

Mr. Crospy. It isthe cost of the house. I believe our land values are 
just about identical, that is, VA and FHA, and they have been for 
ome time. Ina new subdivision, building in one particular spot, the 
land values are very consistent within the area 

Mr. Epmonpson. It is necessary to ask you the question Congress- 
man Teague has been asking of witnesses as to your views on a con- 
solidation of the VA and FHA appraisal inspection. 


Mr. Crospy. I am very happy to make a direct answer. I am sure 


what I have said gives an indirect opinion. To me it would be one 
of the best things for everybody to consolidate the appraisal and in- 
spection functions. From the standpoint of the Government, it seems 
to me it _ nothing more than a complete duplication of effort. The 


FHA approach has certainly been proven to have a lot more experi- 
ence, We get crossways W ith them occasionally, but in the long run, 
we are able to get somewhere with it, and I think the progress that has 
been made in building houses indicates that. 

As I said, for myself, I am just basically opposed to this fee ap- 
praisal system. 

Mr. Meapows. But you are not raising the issue in this particular 
case of personality. 

Mr. Crospy. No, sir. 

Mr. Mrapows. Or conspiracy or connivance of any kind. 

Mr. Crospy. No, sir, none whatever. I don’t see why a salaried 
man — 

Mr. Epmonpson. If you have to have fee appraisals, you would 
rather have the man from the local area doing the job than the one out 
of Oklahoma City ? 

Mr. Crossy. If our local man is qualified, I can’t see why he 
shouldn’t be doing it in the first place. We haven’t had that problem; 
that hasn’t been too great a problem in sending Oklahoma City people. 

Mr. EpmMonpson. You don’t think there would be any question as to 
his objectivity and his interest in the thing, your local man doing the 
appraising ? 

Mr. Crosry. I don’t know that I follow your question. 

Mr. Epmonpson. Wouldn’t there be some argument for the fact 
that a man from outside would be more disinterested and more objec- 
tive in his appraisal and less subject to any personal feeling or per- 
sonal influence in the thing than the man from the hometown of the 
builder ¢ 
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Mr. Crossy. That is very possible that it would work that way. 
Pretty generally, we have had Lawton appr: Lisers ; just very few times 
we have had outside ones and we have never had any particular dif- 
ficulty with their results. I think the thing that most Lawton builders 
worry about is that they send a man from out of town and we feel that 
we know our costs are different from the costs from where he comes 
from, and we don’t know whether he is giving us credit for our in- 
creased cost. Maybe he is, but that is a natural feeling, but we are not 
complaining or I am not complaining at all about having an out-of 
town appraiser. That doesn’t matter to me one bit. 

Mr. EpmMonpson. Your FHA appraisers would be out of town / 

Mr. Crospy. That’s all right. That’s all he’s got to do.. He does 
that all the time. 

Mr. Epmonpson. Yes, sir. I see your point. 

Mr. Crospy. That is his business, making inspe: ‘tic ns, and he prob- 
ab y doesn’t even process it and arrive at the value in the first place 
He is just out there looking at the construction, and the guy in the 
office is the guy that sets the value and it works pretty well so far, 


not that the VA system hasn’t worked. I think it’s done a attetons 
job. I think it has done a better job than it is now doing. 

Mr. EpMonpson. That is what we are after, is what is happening 
right now. And we are appreciative of your testimony. Thank you 
very much. 


Is Mr. Miller here? 
STATEMENT OF BARNEY MILLER, OKLAHOMA CITY, OKLA. 


Mr. Epmonpson. Would you state your name, please. 

Mr. Mruter. My name is Barney Miller. I am here in perhaps 
what might be called : Lavigite'copend ity of an ex-GI, and as a man who is 
currently having a GI loan processed, I hope, and as a small builder. 
My father and I are small builders operating here in Oklahoma City, 
and I am happy to tell Mr. England and Mr. Reynolds and Mr. Crosby 
that we have the same troubles here that they have in the sm: i town, 
so don’t bother to move here. It won’t do any good. 

We built approximately 125 homes over the last 7 years which makes 
us run around 15 homes a year in the $15,000 class, and I do not want 
to replow any ground that has been gone over in the long day, but there 
are a few comments that I would like to make regarding what some of 
the other people have said, and agreeing with Mr. Poore and the gen- 
tleman that just finished, as far as the inability under the present cir- 
cumstances for the average builder to make any money, being squeezed 
between the discount rate and the GI appraisals, the VA appraisals, 
which I would like to discuss a little more at length, and the fact that 
we are under the VA ceilings. 

We are squeezed out and it seems to me it should be apparent to any 
businessman that is here, loan man or otherwise, that in the building 
business we operate on a markup and a profit which is certainly not 
substantially greater than any other business. That is, I am sure 
most of the builders in Oklahoma City, if they could be assured that 
they would make from 7 to 10 percent profit, which I do not consider 
exorbitant as businesses go, that they would be more than satisfied 
and more than happy, and yet when an investment banker or a loan 
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man sits here and blithely talks about money being available at 95 
and 94 and 96, what they are saying in effect to we smal] builders is 
that half of our profit or more is gone before we ever start, and I, for 
one, speaking for myself at least, do not intend to continue building 
for the benefit of the loan companies or the brokers, regardless of who 
finally ends up with the 5 percent. 

Now, as far as the testimony here this morning is concerned, several 
things seem to me worth mentioning. One is that in the statistical 
data put out by the first few men, we all know that the amount of pros- 
pective builders or, that is, prospective veteran builders, has nothing 
to do with the number of loans the VA processes or does not process, 
because I, myself, have advised a dozen personal friends and a hundred 
acquaintances, people who inquire about houses, that it 1s impossible 
to build under these present circumstances. I tell them not even to 
try. They come and say, “What is the chance of building a GI home?” 
Well, I have some for sale out here now that I cannot sell because it is 
almost impossible to place a loan, and knowing that, there is no reason 
for me to tell them, “Get these special plans fixed up and we will build 
it for you.” We cannot build them; I know it. I say, “If the situa- 
tion changes, I will let you know.” 

I am sure that is happening to the other men that are here, and, 
therefore, it is very difficult for us to sit here and say that we are taking 

care of everyone, because so many people who are prospective buyers 
are making no effort under the present circumstances. 

Now, a certain amount has been said about existing construction 
and new loans. I think it would be worth mentioning for you gentle- 
men’s information—you probably already are aware of it- that a 
great many builders have come to believe that they can get a higher VA 
appraisal by waiting until the house is finished and having it nice and 
new and looking good, and have the VA man come up, than they can 
to take the plans, specifications, and cost breakdowns to him in the first 
place and get his appraisal. I know a number of builders here who 
have done it one way and the other, and at least a large number of them 
have decided to run it through FHA and build it under their specifica- 
tions, get it appraised when it is finished. 

On appraisers we have heard almost enough, I guess. 

On the business of land, the objections and rec ommend: ations of the 
various systems have been pointed out by Mr. Poore, I believe, but at 
the present time I hold 10 lots, 4 of which have loans on them. These 
lots cost me $1,600 apiece, including improvements, which is perhaps 
an average or slightly below average price for Oklahoma City in a 
good residential district. The VA appraised those at $1,200. Now, 
the VA may be right, but all I know, on a competitive basis, for me to 
get those lots it was necessary for me to pay $1,600, and there were 
other people willing to pay $1,500 or $1,600. In other words, I didn’t 
give the landowner $1.600 just to help him out. I bought the lots 
competitively. And the 4 lots adjoining these, we paid $1,600 for 
them, and the VA appraised them at $1,400. 

Now, the result has a obviously, that T have lost $400 of what- 
ever profit I might have before I ever put a stake in the ground; before 
I go out and burn off the grass, I am in the hole $400. Now, when 
the house is finished, baring perhaps slightly too low appraisal on the 
finished home, suppose the appraisal is 100 percent of value and I 
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operate as efficiently as the average builder, I have, say, 8 or 10 thou- 
sand dollars in the home. That being the case, I have lost $400. That 
leaves me $400. To place that loan I am expected to pay from 3 to 4 
to 5 to 6 hundred dollars; that means for each home I build, it is 
going to cost me $200 out of pocket. That is the situation as it 
stands right now. 

I have six lots and money tied up in them that it is going to be 
necessary to build on those lots, just as Mr. Crosby and Mr. English 
said, and Mr. Reynolds, it is going to be necessary for me to build if 
I have to pay out of my pocket to get rid of those lots, because my 
capital is in those lots and I have to build on them. 

On the appraisal situation, I have had the same trouble that Mr. 
Crosby has had, only in one perhaps unique case. The homes that I 
refer to, the last four, were appraised originally at from 92 to 94 
hundred dollars, which was considered all right at the time. The 
houses were built and, due to certain technical difficulties involving 
the ground, preparation of the ground, the original VA commitments 
ran out and the lending agency with which they were placed through 
inadvertent error allowed them to run out, and they had to be re- 
newed; and it was very interesting to us, even if discouraging, to 
find that the house appraised for $9,400, $9,350, was reappraised for 
$8,950. Now, the story that we got, the only explanation that was 
offered, was the fact that things had gone down quite a bit since our 
first appraisal and that, therefore, we had a lot more in there than we 
really ought to have, so they wacked between 4 and 5 hundred dollars 
off. 

Mr. Meapows. Pardon me. Was the first appraisal an appraisal of 
existing property or on a cost basis ¢ 

Mr. Mitier. That’s right, and needless to say, I think everyone 
here will admit that in Oklahoma City prices have gone down $500 on 
a $9,500 house within the last 6 months, that is the situation as we 
found it. 

Now, the obvious, perhaps abvious, explanation would be that when 
the house was finished, there was some example of inferior construc 
tion which would allow for the cut, but if such was the case, it was 
never brought to our attention in any way, and the O. K. was made 
on the final inspection by the VA, and they agreeed that everything 
was as it should be. 

Mr. Meapows. Did they keep this cost index that they work periodi- 
cally every 4 months, did they say there had been a radical change 
in that cost index / 

Mr. Mitzier. That was the information we got. I was out of town 
at the time and wasn’t personally involved, but my father said he 
was informed that they were about $500 high the first time, so they 
thought they would whack that off. 

The result has been that we haven’t been able to take that $: 500 ¢ and 
we have been forced to sell FHA, which we have done in 1 or 2 cases, 
but we are still holding 1 or 2 homes that caquld have been sold a long 
time ago to VA buyers who were able to qualify and were ready to 
buy. 

Mr. EpmMonpson. Mr. Miller, I wondered if you’d mind if we took 
about a 5-minute break here and resumed. We will probably have 
another question or two. 

(Short recess. ) 
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Mr. EpmMonpson. Would you continue, Mr. Miller. 

Mr. Muter. We were talking about appraisals, I think, and the 
fact that the appraisals seem to be low to us. I think that it is only 
fair to say here, without any intention of casting any kind of asper- 
sions at all. there has been a change of administration here in the 
Veterans’ Administration and the housing end of it within the last 
year, and some of the builders here today, including myself, have 
heard from independent sources that there is an effort to tear down 
appraisals as far as is, should I say, practical for the purpose of aid- 
ing the fight on inflation, and whatever other purpose might be read 
into the thing, but it has dealt an especial hardship on the builders 
in view of the fact that they have been unable to place their loans at 
par. ) 
Now, going back very briefly on the loan situation, for a number 
of years we did business almost exclusively with the savings and loan 
associations here in town—one of the heads of whom has testified 
this morning—and we can hardly commend them too highly. At all 
times they have stood ready to make loans to the best of my knowl- 
edge with never at anything except par, and with no handling fee 
in the sense that the brokers have to have it, and we have never had 
any trouble as long as they are in a position to take the loans, but 
it is easy to see that 2 or 3 loan companies of that nature can’t take 
care of all the builders that want to ride on their coattails for a num 
ber of reasons. partly, as Mr. Harrill said, they are selective and 
rightly so, and partly because they prefer certain locations and cer- 
tain type of property. Where a builder can do business with them, 
I don’t believe that he will have any complaints where the money situa- 
tion is concerned, which is one of your primary interests. But once 
you get away from them, there seems to me no holds barred here in 
town. 

Early testimony seems to me to have left the impression that around 
97, 98 was about the going market at the present time and been for 
the last few months. Now, later witnesses seemed to cast more cor- 
rect light on the situation and got it down as low as 90, which I am 
certain is the truth. I know of one builder who has sold 10 homes 
at 92. He had to get out of them, and they were the class home 
that there just couldn’t have been, he couldn’t have had that much 
money in it; he couldn’t have had 8 percent in it; he sold it: it was 
better to get out and lose a little than sit there and hold. 

I regret that Mr. Jarman didn’t stay long enough to hear this, be- 
cause he asked several times this morning about raising the interest 
rates and also about legislating out the discount business. I don’t 
know whether he was being facetious—I like to think not, since I am 
one of his admirers—but he can no more legislate out that type of 
thing than they could legislate out prohibition, than we have been able 
to right here in Oklahoma City. I know of several of the most 
reputable firms in Oklahoma City, or generally considered so. who 
were taking or who were discounting paper to the builders at a time 
when it was necessary to sign statements to the effect that such a thing 
was not being done, and that may be being blunt about it, but it’s 
nothing that no man here familiar with the situation deesn’t know. 
As the investment man from Tulsa said this morning, we have a law 
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is so much money and there are so many people that want it, and the 
people that want it, pay for it, and they will pay for it, and you can 
ass laws to the extent that there will be 10 years in Leave nworth, but 
they will go in a room and out go the lights. and money will pass hands. 
It’s heing done over and over and over, and it will continue to be done, 
so I see no necessity in passing legislation and saying the law is 4 
percent or 5 percent and not taking any discount. 
_ Mr. Epmonpson. You think the law of supply and demand is going 
to operate ¢ 

Mr. Mriuier. It is going to operate, I am sure, regardless. At least 
our economy is set up primarily on the premise that it is going to Op- 
erate, and I am sure it will in this instance. 

Mr. Epmonpson. Mr. Miller, you said—lL don’t like to sidetrack you, 
but I have been turning over in my mind, and without going into any 
personalities or anything like that, I wonder if you could pin down 
a little more specifically the information that you gave that there had 
appeared to be a conscious or an organized effort to scale down ap- 
praisals, 

Mr. Mitier. Well, I am on rather treacherous ground here. I 
realize that. It’s within the powers, I am sure, of any administrative 
head, any part of the Government, to administer his department as he 
sees fit within the limits of directives governing him, and, as I think 
Mr. Crosby mentioned, within the last year or two, I believe he said 
there had been a turnover in the fact that at one time his FHA’s were 
lower than the VA’s, but within the last year or so, that has reversed 
itself and gradually his VA appraisals have run, well, in the amount 
of $1,200 less which is getting to be a pretty large percentage on the 
class property he was talking about. 

I again point out the fact that I have those homes which have cut 
between four and five hundred dollars on ninety-five-hundred-dollar 
property within the last 5 or 6 months. The original appraisals were 
made before the changes in the administration. 

Mr. Epmonpson. I don’t mean to engage in argument with you on 
that point, but I am a little curious, at least I am a little puzzled by the 
contradiction that is presented there, because your FHA pe sonnel on 
a salaried basis would appear to me to be much more subject to direc- 
tion and influence from a central office than your fee appraiser who is 
a private business man, as a rule, or professional businessman. 

Mr. Minter. You are more familiar with the employer-employee 
relationship in the Government bureaus, but if I were a man working 
on a fee basis where you had the option to call me or not call me as it 
fitted your needs, or whether I was a steady employee for you to whom 
firing might be a little bit more of a decision, you can call someone 
else easier than you can fire the man who does the work all the time. 
That would seem to be my personal viewpoint, and whether that has 
any bearing or not, I have no way of knowing. I mean, it was your 
question. I merely answered it. I don’t mean at all—— 

Mr. Epmonpson. I think you have suggested a pretty good answer 
to the question. 

Mr. Miter. I don’t mean to say at all that any pressure in that way 
has been put on anyone, but the fact—— 

Mr. Epmonpson. Aren’t most of these appraisers, that is, fee ap- 
praisers of the VA, men in the real-estate business or in a business that 
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would definitely be against their own interest to have a deflation of 


your market ? 
’ Mr. Miiier. Well, that’s hard to say. I believe, though, that I 
could cast a little bit of light on it this way. 

In the beginning of this program, when we first began to build in 
the last part of 1946, 1947, and 1948, there was considerable comment 
among builders of new property to the effect that the appraisers were 
appraisers who were primarily concerned with selling used property. 
At that time you could still make a GI loan on old property. And 
there was a definite feeling among my associates and among new 
builders that the VA appraisers had a tendency to appraise the new 
property in the inflationary market on the basis that they had always 
considered the older property. In other words, their methods, their 
minds were set, and the fact that a 5-room bungalow could be worth 
$10,000 was something very hard for the real-estate man of the thirties 
and the forties to really get through his head. And at that time 
through 1947 and 1948, even though they were the same type of people 
that you are talking about now, it was very hard for them to get the 
appraisals up. The situation seemed to improve considerable around 
1949 and 1950 when it became apparent that everything was going 
to new heights, but there has been this leveling off, if you want to call 
it that, within the last year, I believe that most of the builders 
here in town, of whom I believe you have heard only Mr. Poore, will 
agree to that, and I know that some of the men here who I have talked 
to at the last recess are in agreement with that stand, although I would 
much prefer that it come from them, in substantiation of it. 

Mr. Epmonpson. Do you think that possible interest or state of 
mind on the part of the fee appraisers might be a factor in the fact 
that your figures, your statistical breakdown, giving the sales prices 
on building show that your new construction, particularly on the 
under $10,000 house, has fallen off much more drastically than your 
existing construction in the loans that have been approved ? 

Mr. Minter. It is possible that that is the case. I am not familiar 
enough with the statistics. I merely heard them this morning and 
haven't retained enough to know, but one other aspect of this ap- 
praisal business might be worth mentioning here, and that is the fact 
that to the best of our knowledge we have never been able to see where 
the VA appraisers, whoever they may be or whoever they may be se- 
lected by, and this goes also to a certain extent for FHA appraisers, 
they seem to make very little allowance for the quality of material 
and of special finishing in the sense of built -Ins ot all various natures, 
storage spaces, that is, above the minimum. Of course, they require 
certain standards to be met, but we have repeatedly had the same 
thing happen that Mr. Crosby has had, where two houses have exactly 
the same, side by side on the same lot, that is both insider lots, no dif- 
ference whatsoever, there would be from two to five hundred dollars 
difference in the appraisals. Now, if that can be explained satis- 
factorily by a Veterans’ Administration man, I would really appre- 
ciate hearing it after all these years, , 

Mr. Meapows. You mean between two VA appraisers eitiin, 

Mr. Mitier. Between two VA appraisers. The VA comes out, we 
send him specifications and plans, 2 identical specifications, 2 lots 
side by side in the block with no distinguishing characteristics other 
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than the address on the 2 and they will come back—and I have them in 
my file—from $200 to $500 difference. 

Mr. Mrapows. On those proposed specifications, don’t they issue a 
CRYV with the same amount on all of those ? 

Mr. Miuturr. We have never built properties in math the way a lot 
of builders have where we have used the same plans. The only time 
we have ever done it, we will use one plan twice, but as a general rule 
our floor plans have all been different, and I can’t testify as to what 
happens when the man lays out 50 houses and reverses the floor plans 
or reverses the roof line all the way down, but I do know on ane par- 
ticular occasion we built 4 houses exactly the same and 3 of the 4 
had a different VA appraisal on them. 

Mr. Epmonpson. Substantial difference ? 

Mr. Miuuer. Well, in that case, I believe it was only $200 or $300. 

Mr. Epmonpson. Were they submitted, were these plans that you 
are speaking of, submitted at time intervals that might explain that ? 

Mr. Mituer. No; in one case they were submitted, that I know of- 
and probably others, since we had blocks of plans at different times— 
in one case I know of, they were submitted all at one time. 

Mr. Epmonpson. When you called that to their attention, wasn’t 
it corrected when you called the discrepancy to their attention / 

Mr. Minter. No, it wasn’t. Speaking frankly about it, we feel 
that they might feel that if they all come out a little different, that 
it will show that someone has been doing some very shrewd figuring 
down there and there has been some real minds at work. It is still 
going to cost $200 or $150 to build one, we feel if that is necessary, 
we will go along. Perhaps the $200 higher one was in error. 

Mr. Mrapows. Maybe I missed one, but am I correct in my under- 
standing that the values on these houses were released by a com- 
mittee appraiser and prior to construction or were these- 

Mr. Mituer. That is correct. 

Mr. Meavows. Were these appraised as existing construction ? 

Mr. Mitier. I am speaking of prior construction in this case. 

Mr. Mreavows. And the CRV was issued prior to construction ? 

Mr. Murter. That’s right. 

Mr. Meapows. Same identical house on the same identical lot and 
the same committee ? 

Mr. Miuier. As far as I know. 

Mr. Mravows. Different committeemen? You don’t know? 

Mr. Miniter. I am not familiar with how the VA handle it. 

Mr. Meavows. I am trying to get the picture, whether the same 
group of people, the same committee is giving you a different value 
on two identical houses or whether, as you say, vou build one at a 
time when you get a different committee and the explanation is 
offered by having two different groups of appraisers making a different 
finding. 

Mr. Miniter. Well, the plans were submitted under one builder's 
name at the same time, and what happened after it went to the VA, 
whether it was divkled, I don’t know. 

Mr. Mrapows. How about the time of the construction? Was one 
finished first ? 

Mr. Mutter. No; they were built at the same time, generally 
speaking. 
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Mr. Meapows. But you don’t know whether it was the same panel 
or committee ¢ , 

Mr. Miiier. I have no way of knowing 

Mr. Meapows. Most ders knov hat panel they are going to get. 

Mi - MILLER. AslIsa e are small builders, and like the man from 
Drumright, things we don’t know, evidently. 

Mr. \i, ApDOWS. SO vou ¢ i "t s3 what caused the difference. It 
could ha been from 2 nels who made 2 separate findings. 

Mh Min LER. That is possible. That’s the only logical explanation. 

Mr. Mrapows. But vou thought be ter f it: you thought better 
to leave it alone than to contest it bef » Veten ins’ Administration. 

Mr. Mitxer. As I say, their $200 ‘ith ti aly ‘ight have been wrong. 

Mr. My ADOWS. You mignt find that to be the one 1n error. 


Mr. Mitirr. That’s right. 
Mr. EpmMonpson. Mr. Miller, do you feel that the salaried appraiser 


system is preferable to the fee appraisal / 
Mr. Miruer. Yes. I really do roe would like to go on record 
here, as Mr. Crosby did, as saving that I think the greatest thing to 


be done would be to combine the ap pri aA ind inspection of the FHA 
and the VA. Asa simple taxpayer, anything that will get one more 
employee off the tax rolls or off the Government payroll, I am for. 

Mr. Meavows. Well, that might not necessarily be the answer. 

Mr. Mirier. I am sure it would be. 

Mr. Meapows. You have $20 billion of contingent liabilities. If it 
is a question of employees, ultimately picking up the check on part of 

$20 billion might be a most Important thing. 

Mr. Miuuer. I am certain it would not result in a net loss to the Gov- 
ernment in the amount of e1 iployees disassociated, and I realize that, 
as you pointed out, there are functions which it would be necessary 
to change over into the FHA anyhow. I realize all of that, but it 
seems to me to be an unnecess uy dup] eation of effort. 

On the time factor which was mentioned once or twice, I think a 
builder. an average buildei who gets his commitments back from the 
VA under, oh, 30 to 15 days is doing all right. 

Mr. Epmonpson. Mr. Miller, 1 think you have been very informa- 
tive and very helpful and I have ap prec iated your frankness to the 
committee in discussing the pro ‘blem that you face as a small builder, 


and I think that it is undoubtedly true that the small builder has 
some problems that don’t confront the large builder, and we are very 
much interested in giving them any help that is possible to give them, 


and I think that your comments and suggestions have been very 
helpful. 

Mr. Mitier. I’d like to mention this before I leave, if I may, since 
you have put it that way, it is becoming very evident that in the not 
too distant future, we will perhaps all be small builders. To the 
best of my knowledge only one large block of houses which have gone 
under construction in Oklahoma City in the last few months. I mean 
the buil ler who comes out and Says he i is going to build so mé ny hun- 
dred and sets out to build. The other builders. inc ‘luding the ones 
who have done the majority of the building here in town, some of them 
are building nearly as he ‘avily, but in ne arly all cases they are build- 
ing prior commitments; some of them had two or three hundred 
that they are finishing out: but I know of very few of them who are 
intending to take on projects anywhere near the scale that they once 
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took on just as a matter of course, and a great many of them are build- 
ing on custom buildings, going into expe nsive homes and on contract, 
but it is the present idea that what is good for the small builder is 
going to be good for the large builder in the next few years. 

Mr. EpMonpson. You have made a good case on that and I appre- 
ciate your coming here. 

Mr. Meapows. Mr. Chairman, Dale C. Chegwin, vice president of 
the Oklahoma Mortgage Association was present with the committee 
today as a representative of the Oklahoma Mortgage Association, 
which is a part of the Mortgage Bankers Association which has ap- 
peared before our committee in Washington. He said he did not 
make a prepared statement since the governing rules of his organiza- 
tion prohibit presentations of statements which have not been cleared 
by the board of directors and that they didn’t have time to do so. He 
was here throughout the day, but did not wish to make a statement. 

Mr. EpmMonpson. Where is he from ? 

Mr. Mrapows. He is from Oklahoma City, representing Mr. Julian 
Rothbaum. I think I have the right person. 

Mr. Epmonpson. Is Mr. Day here? 

Off the record. 

(Discussion off the record.) 

Mr. Epmonpson. On the record. I’d also like to recognize the 
presence of Mr. David J. Perry, who is assistant to Senator Mon- 
roney and has been with us through the day and who may want to 
make a brief statement on behalf of Senator Monroney. We would 
be glad to hear from you as soon as we hear from Mr. Day. 


STATEMENT OF BUREN B. DAY, OKLAHOMA CITY, OKLA. 


Mr. Epmonpson. Would you give us your name, please. 

Mr. Day. Buren B. Day. I am in the real estate business here and 
have been since 1919 and pretty nearly in all capacities. 

Mr. Epmonpson. In Oklahoma City. 

Mr. Day. I used to build lots of bungalows and finance them 
through the building and loan associations here and I built apart- 
ments and several large ones. However, since 1936 I have built al- 
most exclusively with ‘the Negroes. 

The man who spoke this morning with the veterans, I forget his 
name, anyway he was head of the soldiers, I don’t remember the 
name— 

Mr. Mravows. The legion, the American Legion. 

Mr. Day. The American Legion, that’s right. He was saying that 
he knew of no deal in which the colored veterans had been able to get 
loans. Inasmuch as I have been wrestling with them, I will put it 
that way, for a long time, I just wanted to maybe give the committee 
some data that you might not have otherwise. 

Mr. Epmonpson. We would be very glad to have it. 

Mr. Day. Now, in Oklahoma City here we, oh, 10 or 15 years ago, 
the situation was pretty tense insofar as the colored and the white 
people were concerned about the encroachment. Here we have sep- 
arate schools and our laws are different than they are in some other 
States and still are now, although there is getting to be quite a break- 
down of it. Anyway, at that time, why, housing was pretty tough 
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and we started an area out here about 10 miles east of town where we 
sold lots and built small houses for them. 

The loan companies wouldn’t loan because it wasn’t modern, and, 
anyway, the market was there and we went ahead and built anyway, 
and that area covers about 2,000 acres now. Now, I have had a world 
of experience with them insofar as knowing the way the pay and the 
way their mind works and how they take care of their responsibilities. 

About 3 years ago, I started a project east of town out here and 
made it modern so that we could get building and loan or the VA or 
any loan company that would make loans so we could build pretty 
nice houses. The Veteran’s Administration, insofar as I know, makes 
no difference between the colored and the white insofar as the kind 
of house they want them to buy or they want the builders to build, 
but its been exceedingly difficult to find buyers that make enough 
money to qualify for the kind of houses that they want, than the VA 
wants built. They just don’t, a lot of them don’t make enough money 
and they don’t understand why they can’t get them. 

I understand there are provisions for smaller houses, but I made 
inquiry and I haven’t found anybody that would even talk about 
making any loans on them because they don’t cover enough ground 
floor space. We have probably 150 houses out here now in this project 
that I have and could sell a great many more if we were permitted to 
build some cheaper houses. I don’t mean, by building a cheap house, 
one that’s basically structurally inferior, but there is a lot of refine- 
ments and things that could be left off and still have a house that 
would be warm and the roof not leak and the buyer would be satis- 
fied with it, and there are a whole lot of people, more buyers, es- 
pecially among the Negroes who have to have smaller payments if 
they are going to have a house. We know none of the soldiers had 
anything to do about going; they just went because that is what they 
were supposed to do. , 

I have an ad in the paper now running on some VA houses. I have 
a little one out there that I would sell on $25 a month payments after 
the down payment. Well, I have a lot of calls on that, but I can’t 
find anybody that has $500 or $600 to pay down. They all like the 
$25 a month and they want to buy it on the VA plan, but the VA 
won't make a loan on it anyway. It’s not. the type that they want. 

I am trying to point out to you that there is a very large market 
for a house under $5,000, including the lot and the house. if it were 
ossible to borrow any money. 

I’d like to point this out to you. IT heard one of the building and 
loan officials say this morning that he had lots of loans, plenty of 
loans, making of lots of them. Well, that isn’t the way the facts 
are. It is almost impossible to get a loan from any building and loan 
on the VA plan unless you are in what I'd consider one of the very, 
well, a good location here in town. I just bought a lot here about a 
month ago up here on 38th Street in the Edgemere Heights district, 
which is the silk stocking row. I paid $6,000 for it. I don’t doubt 
that that lot would qualify. That’s not what we are talking about. 
I am talking about areas out on the edge of town where you have to 
go in order to get land cheap enough to build a house that vou can 
sell at a more reasonable price. They don’t go out there. They won't 
make loans out there. I don’t know of any place you can get them. 
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Mr. EpMonpson. Are you aware of any policy or regulation that 
prohibits a loan on a house under $5,000 ? 

Mr. Day. No, I understand there is some sort of a—I don’t know 
what the title is—that provides for houses that even are not fully 
completed, but nobody will make any loans on them. 

I’d like to say something about the appraisers. Out here on this 
tract, the city needed about, oh, about 20 acres in order to straighten 
out the river. We have a river widening deal going on here now. 
Well, the same appraisers that worked for the VA were hired by the 
city to go out and appraise it. They looked at it and the city made 
us an offer of $12,000 for it. Well, we didn’t take it. 

I had another tract of land, 240 acres on a little past that, that they 
alsoneeded. It wasalsorightonthe river. That was appraised for 
I made an error there a minute ago. They offered $4,000 for this piece 
on 23d Street. That is what we were offered. They offered $12,000 
for the other tract. We objected to it and the court appointed ap- 
praisers and gave us 26,000 for 1 and 12 for the other. The very same 
appraiser that the VA uses 

Mr. EpMonpson. Was that after a jury trial? 

Mr. Day. That was after a jury trial that we got the larger amount; 
yes, sir. The court appointed three appraisers and that is what they 
turned in and that is what they settled for. 

I pointed out to the appraiser—I have known him all my life be- 
cause I have been here—I asked how he arrived at that. “Well,” he 
says, “just taking a bunch of coons right out there by the river, not 
very much value.” I said, “Here is 6 acres across the road that sold 
for a thousand dollars an acre.” Well, he did not know about that. 
Anyway, that is what we arrived at. 

I imagine that this has something to do with it, possibly. Right 
now here in town there are several very bitter aeoae going on in 
areas where white people formerly lived and a Negro buys and then 
the other white people sue the one who sold for damages. There are 
several of them right now going on. Well, in quite a few cases, a 
lot of that property is priced pretty cheaply. 

Now, if the VA considers that property and wants to take an over- 
all picture of it in fixing the value on, we will say, a new bungalow 
that I want to build for sale to them and arrive at a value that way, I 
can understand why the value is not very much if they are just going 
to level it off, but, regardless of what the economic conditions are, if 
they will not allow enough money for me or John Jones or anybody 
else to make four or five hundred dollars on it, why, why come we 
want to fool with it at all? There is not anything to it. I do not 
care whether you put in the lot value or house value; it all comes out 
the same. You either make a little profit or you do not. And we are 
not allowed to sell them for any more than they say. 

Mr. Epmonpson. Have you had any construction that has been de- 
veloped under GI loans ? 

Mr. Day. I built about 10 houses last year and they made loans and 
it was very satisfactory so far as I am concerned. I had to take a 
discount. 

Mr. Mrapows. But the appraisal price was satisfactory ? 

Mr. Day. The appraisal price was all right. That is about 7 or 8 
months ago. I had to discount them and I did not make anything in 
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particular. I made a little on my lots, but I did not make any money 


to amount to anything. 
Mr. Epmonpson. Were those homes for colored veterans ? 


Mr. Day. Yes, sir. 


Mr. Epmonpson. Really, when you boil it down, you are not really 


taking issue with the statement that Commander Rogers made that 
there had been very few GI loans completed to colored veterans. 

Mr. Day. Well, I did not understand exactly just what he said, but I 
wanted to 

Mr. Meapows. I think bs said substantially what you have said. 


Mr. Day. They have made a good many loans, that’s true. How- 
ever, I have found, and [ edis got 7 or 8 files full of old contracts over 


there, I have to sell the house or a lot about 4 times in order to get 1 
to stand hitched. That’s just the way they do business. And I go 
through my books and if they are not over 3 months behind, I don’t 
ret excited about it because they have car payments, they buy every- 


thing in the country. I went out there yesterday, and the cirl hadn’t 
paid me for 6 months. I went in there and there was a 21-inch tele- 
vision set. That is the reason she is not making her payments. 


Mr. Epmonpson. You deal with the low-income groups ? 

M) DAY. I deal with anvbody t that wants to buv but there are more 
of them that are broke than the others. I think the Veteran’s Ad- 
ministration should be more lenient insofar as they are concerned, be- 


cause there isa big difference. There isa big difference in my opinion. 
Mr. Mrapows. You are saying in substance that this committee and 
the Setseaiit Administration should ceive some the ucht to trying to 
provide for that group that needs a house under $5,000. 
Mr. Day. Yes, | clo, he ause there is a oreat n any of them. They 


] 


don’t have any credit because they just got out of the Army. Most 
of them get married right off the bat : and they have 2 or 3 kids and 
it costs money and they don’t have it, but they want a house just the 
same. 

Mr. Epmonpson. Thank you very much. We appreciate your 
testimony. 


STATEMENT OF RAY L. WALCHER 


Mr. EpMonpson. State your name. 

Mr. Warcner. I am Ray I. Walcher and I am president of 
Walcher’s Construction or Walcher & Son. That is my son. We 
build together. It is Walcher Construction, either way you want to 
put it 

Mr. Epmonpson. You are located in Oklahoma City ? 

Mr. Waccuer. Just the west edge of Bethany, really. 

Mr. Epmonpson. Would you give the committee the benefit of your 
views and experience ? } 

Mr. Watcuer. I want to say in the outstart, now, that I don’t have 
no pi . at nobody and I don’t think anybody has a pick at me, and 
I don’t aim to mention any names personally or to hurt nobody or them 
to i me, but the thing I am interested in here today is that the w ay 
the present administration is and the deals that I have gotten has 
lost me money, lost my son money, and T wouldn’t say that we didn’t 
get a fair deal, but I say we got a deal we couldn’t make no money. 

Mr. Merapows. Are you referring to appraisals now, Mr. Walcher ? 
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Mr. Waucuer. Yes, sir, it would boil down to that. 

Mr. Epmonpson. Would you tell us what some of your experiences 
have been on house construction ? 

Mr. Watcuer. Well, I guess we have built—I don’t know the exact 
figure, but around 400 houses, I and my boy together. I built as many 
as 250 or 300 houses for a mortgage concern, I will not mention the 
name, here in Oklahoma City. And then the rest have been for our- 
selves and for other builders. 

The thing that has got us down right now, we started some houses 
back about last May. I have 15 lots and he had 21, and when we 
got those houses pretty well under construction, why, the loans shut 
off and we couldn’t get nobody to handle the loans, and this man 
that was talking about, this morning—I don’t know what his name 
was, but they had taken care of the loans and that they were well 
taken care of and there was money to take it, I sure would like to have 
seen him a few months ago. We have almost worn these elevators out 
in this building running up and down, asking them to buy the loans. 
Got to where the girl hated to see us coming. “Ain't buying a thing; 
ain't buying a thing.” And we go home and see some competitors 
and fellows we know, and they say they talked to Mr. So-and-So, and 
so forth, and they thought they might be able to handle 4 or 5 next 
week and they say, “If I was you, I'd go down there.” We go down. 
“It’s all gone. We ain't buying a thing.” 

Not only one told us that, but they all told us that. There were 
no exceptions because we tried them all, so nobody needs to feel 
slighted, because we tried them all, and we finally wound up a short 
time ago with the help of our lumberman who is very well acquainted 
with all the loan companies and personally acquainted with men in 
that business in different capacities, and he came and helped us to 
get a deal over whereby we could get our loans handled at 6 percent 
discount in advance. Well, you can imagine what kind of a position 
[ am in to pay 6 percent in advance after waiting ever since last May 
with the houses sitting out there partly finished and nobody to handle 
the loans. 

Well, my son put a little ad in the paper and one Saturday eve- 
ning out there, why, we could have sold every house we had. Nowhere 
to send the loans and we couldn’t sign them up; nowhere to send them 
to. And they run us ragged, if you will excuse the expression, wanting 
to buy houses. Well, we sure would like to sell them; we’ve got them, 
but we have nowhere to send them. 

Andy Smith, one of our neighbors that builds there, he closed out 
13 houses a short time ago at 101% percent, already built, finished and 
the final inspection on them, and everything, and he sold those houses 
and had to sell them to protect the lumberyard and get the money out 
of his plumbing and sewer and stuff like that. I don’t know the 
exact figures, but it was around a hundred dollars a house lost on 
account of that 10 percent that he had to discount his paper, and 
we have to discount ours 6 and then pay that interest on this money 
that we had to borrow to pay down on that. 

Mr. Epmonpson. What price range are these? 

Mr. Warcuer. About seventy-five hundred; they vary a hundred 
dollars or fifty, owing to the little difference in the type of elevation. 

Mr. Epmonvson. Most of them are two-bedroom houses? 
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Mr. Waucuer. Yes, all of them are 2-bedroom houses I am speaking 
of. However, we have 2-bedroom houses, we have 2 apiece. He has 
2 and I have 2 that are, incidentally, the same plan. My 2-bedroom 
houses appraised at $9,250 and his at $9,050, the same identical house, 
but the ground is about 3 blocks apart, but he has the best ground and 
the best location, says me, and got the least money. 

Mr. Epmonpson. On his appraisal ? 

Mr. Wavcuer. On the appraisal. 

Mr. Epmonpson. Were those loans GI, the ones you are talking 
about ? 

Mr. Watcuer. Yes, all hundred percent GI, no downpayment. 

Mr. EpmMonpson. Well, are you finding any change in the condition 
in the last few months? Do you see any improvement in the 
condition / 

Mr. Watcuer. Oh, the bottom dropped plumb out of everything 
back 5 months ago, just tied us up just like that. Couldn’t sell the 
loans; couldn’t do a thing. 

Mr. Epmonpson. Do you see any present trend of improvement or 
is It getting worse / 

Mr. Watcuer. Nothing only talk. Hear lots of talk, lots of com- 
ment: businessmen, lumbermen and fellows like that say, “Well, I 
believe it is going to pick up. I believe it is going to pick up. In 30 
days I believe it will be different.” And one of my best friends of 
the loan men, just as fine a fellow as I have met, and he done the best 
he could by us, said, “I don’t know what to tell you. It might be 
better in 30 days or it might not. I am making no promises, telling 
you nothing. This market is so that you can’t depend a thing in the 
world on it.” He said, “Your guess is as good as mine.” That is 
what he tells me. 

Mr. EpmMonpson. Don’t you think, Mr. Walcher, that the figures and 
the comment here pretty gener: ly support the conclusion th it there 
is an improvement with regard to the more costly houses, but that on 
the houses in the price range that you are building and under $10,000, 
that it 1s not improving ¢ 

Mr. Watcuer. No, it is not improving on them. Improvement is 
on the better-type houses above $10,000. 

Mr. EpmMonpson. Yes, sir. 

Mr. Waxcuer. I know when we are talking about appraisals, a lot 
of this, I don’t understand what happened, but I know what happened. 
In one addition northwest of town out here, the FHA approved some 
lots out there for around five, six hundred dollars more than what the 
VA appraised them for. Well, one of these builders, he just kicked 
up a rumpus about it and he come to the VA and everywhere he could 
go, and wound up with an increase of from $300 to $500 a lot. IJ 
don’t know how he done it or where he went or who he took with him, 
but he got itdone. But the poor little old Walcher, the common clod- 
hopper out here that is trying to make a good honest living and give 
the veteran everything he has got and trying to make a legitimate 
profit for myself and my son, we try to get ours reappraised and what 
do we get? They think we have got a fair appraisal already and give 
us no consideration. 

Mr. Epmonpson. Do you find that the demand today for the house 
in the price range that you are building is the same or more? 
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Mr. Watcuer. More. They are the houses that’s selling. L’!e 
these fellows talking about these cheap en, the house in the price 
range of seventy, seventy-five hundred ¢ ‘even a little less with no 
downp: 1yment is the house that is selling Racilares you know, the boys 
in the Army, generally speaking, they spend their check pretty well 
and they come home and they don’t have no money. 

Mr. Epmonpson. And you think that there is just as much or more 
demand today for the price range house that you are building as 
there was 2 or 3 years cont 

Mr. Watcuer. Well, I wouldn’t just exactly say about that, but | 
do say that we can, could have sold all we coul 1 poss ib ly build and my 
competitors the same Way, but they had nowhere to send their loans, 
send their buyers. 

Mr. Epmonpson. Do you have any ideas as to what the Government 
could do or the Congress could do to improve this situation with regard 
to the lower priced house ¢ 

Mr. peeeaene I have not got too good an education, and I don’t 
wes I don’t understand too much about this governmental affairs 
but the FNMA, the way it was operating, was letting everybody make 
their loans and make a legitimate profit, but when this change in 
administration and this increase in interest and so on come up. why we 
hi ad just had—well, it’s just been like a minnow a a cork under; 
it’s been like that for the last year and the solution I am not able to 
tell you. I am just frank with you; I am not able to tell you the 
solution, but I’m here to tell you that generally the situation has got 
to where us little fellows has just got to quit, that’s all. 

We went to the VA and they tried to discourage us and said houses 
were hs urde rtose land when we was compl: uning about oul ap pri usals. 
they s said houses were harder to sell, and in a way—they didn’t come 
flatfooted and say it in that many words, but trying to discourage the 
little builder in buil ling these smaller houses, and, in other words, he 
was going to crowd the little man out, and that’s what it’s coming to. 

Mr. EpMonpson. Mr. Walcher, I want to express my own personal 
view on the point here that any man that has built 400 houses has made 
a real contribution to the country in my opinion, and I don't believe 
there is anybody on this committee that is interested in the least in 
seeing the small builder eliminated from the picture. We want to 
help you in any way we can and we are interested in your recom 
mendations on what can be done on it. I don’t know whether you can 
class a man that has built 400 houses as a small builder or not. 

Mr. Wavcuer. The reason I say [am a small builder is because these 
houses, I haven’t built them all for myself, but I have built about 
300 for a mortgage concern and I built all the houses they built fo 
3 years. Everyone they built, I built them, and I have never had no 

trouble with the houses. 

Just a word in passing about the keeping up of those houses. Any 
time that anything hi appe ned to that house, | was just the contractor, 
however, but I made it good to my mortgage company that I was build- 
ing for. If anything hi appened to that. house in the year, screen door, 
hinge blown off of it or a shingle blown off, a little leak or some tech- 
nical something or other, cabinet. drawer that wouldn't fit exactly, 
why, we go back and fix it; without any controversy, we go fix it. 
The y cally us and we go back and fix it, and the »y would call the mort- 
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gage company and hed ¢ all me and I'd say, “All right, I will go right 
down and fix it. 

Mr. EpMon psoN. We need your kind of builder in the business and 
I certainly hope that it will be possible to improve the situation. 
r. Watcuer, Back to the appraisal, I have 50 lots just right in a 


47 

MM 
tring facing 50th Street and College ri gh along the side. This lot 
right on the corner—I won't be exact, but I believe it is 71 feet. wide, 
and the others are 58 feet, and the Vy appr aised those lots, every one of 


them, the same price. I can’t un derstand ~— 
Then right back just a block on this corner, then just across the 


street on that corner, those 2 lots, they apprais a them at $1,150, and 
this 1 at $900 down here and this lot down here is better than any of 
them by $300. A blind man « ia feel that with his cane, 

Mr. Epmonpson. Is there any kind of an appellate procedure that 
prevails with regard to an appraisal like that? Is there any procedure 
that a builder can follow for appeal ? 


Mr. Mrapows. Apparently he tried it. 
Watcuer. I did try it. I went to the VA and asked them for 
an appraisal 
Mr. Mreapows. There is no administrative procedure of review. He 


tried the only thing that can be tried, to go to the VA office. You 
could load up and go to Washington and they might talk to you, 
but there is no established method of appeal or review. 

Mr. Watcuer. Us little fellows there, wouldn’t nobody listen to 
us. They did listen and raise the appraisal on these lots over here in 
this addition. And my other lots where the appraisals were cut down 


on the lot and on the house, I built the same identical house two blocks 
south of there and they cut it down from there. So the material in- 
creased, concrete, lumber, steel, and everything that builds increased; 
anybody knows that; wouldn’t nobody argue that that ain’t true. 
Then they cut the appraisals and cut the evaluations and then this 
interest rate jumped up there from 6 to 11 percent, so you see where 
that puts us. 

Mr. EpmMonpson. You mean the discount ? 

Mr. Warcuer. Yes, the discount; I beg your pardon. Yes, the 
discount, [ know some that has closed out at 1114 percent. 

There was a loan company here in Oklahoma City that called my 
son while he was on his vacation this year and tried to get me to sign 
up to close them houses out at 111% percent and I asked him if he 
would loan me the additional money to pay off what I lost. 

Mr. Epmonpson. Those properties that you are speaking of now 

vhere there is that apparently substantial discrepancy in evaluation, 
hi ave they already been dispose d of ? 

Mr. Wacuer. They are sitting there just exactly like they were; 
tied my hands up just as if you put a set of handcuffs on me and I 
had to stop. I know what it costs to stake off a house; I know what 
it costs to dig bo footing, rough the house in and how much it takes 
to sheet rock it: I know what it costs for the paint, roof, how much it 
takes to build thi at cabinet, down to the dollar; and I can figure that 
up, and if I had ‘nery an ounce of bad luck, I’d lose a hundred dollars 

1 house. But I am going to go ahead and finish those four houses in 
eane to protect my lumberman and lose the hundred dollars because 
I might want to build another house. 
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Mr. Epmonpson. I am afraid that experience of yours is being 
duplicated in too many instances and there is apparently— - 

Mr. Wancuer. I know of five right there within a half a mile of 
me that suffered the same thing and worse; and I might drop this in 
passing. I might say to you on that Bethany water deal, that water 
deal out there, well, up in Washington, or you fellows don’t know 
anything about that, only what you hear. Well, the southwest part of 
Bethany did have trouble with water and they built some concrete 
floor houses and the water got up in the houses. I knew it was going 
to do that when they built them there. I wouldn’t have built them 
there. It did happen. Ours is up on the hill and rolling and got a 
eood drainage in every direction and is a perfect building site so far 
as drainage and outlet and everything is concerned. 

Mr. IS DMONDSON, Mr. Walcher, the information you have vivel us 
will certainly be brought speedily to the attention of our full commit 
tee and I hope that it will be possible to find some way. Certainly 
there ought to be. 

Mr. Waucuer. As I said, the thing I am here for is what goes in 
there, my pocket. It is not any personal feeling at anybody and I 


don’t want to have any personal feeling at me, but it is just a matter 





of business and dollars and cents. I don’t know what the solution is, 
but that is the circumstances. 
Mr. EpMONDSsON, We certainly appreciate your coming here. lf 


you want to complete the story to the picture, if you would like to 
write us a letter when you complete those pictures and wind up the 
transactions, we would like to have the fin: al chapters in that story. 

Mr. Warcner. All right, and I can get you five other chapters to 
vo with it. 

Mr. EpmMonpson. Has Mr. Jensen ever come back in or Mr. Jim 
Diamond ? 

Mr. Poorr. No, they are both gone. 

Mr. Epmonpson. Mr. Poore, did you want to make a supplementary 
statement here to us? 


FURTHER STATEMENT OF TOM POORE 


Mr. Poorr. I think it has been pretty well established that the 
things that were brought out this morning by the association report 
represent our greatest problem. 

I desire to make a statement on behalf of myself, not as the asso- 
ciation, and in behalf of the so-called relatively low-income veteran, 
both as it might apply to the larger communities such as Oklahoma 
City and the smaller communities over the State. 

I believe now more than ever before that the secondar y mortgage 
market is the answer to our problem. If we had an effective second- 
ary mortgage market, and then, to, if we had a realistic approach to 
appraisals, we must have that to go with it, that we could go into 
these smaller communities and we could produce housing for these 
veterans. 

Now, in your direct-loan program, I am going to touch on that, 
oftentimes becomes very difficult for the veterans to wade deones 
the great mass of detail, the preparation of plans, in other words, the 
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things that he has to do to get a loan through, and he has nobody to 
lead him. 

It involves expenditure of money, which he frequently doesn’t have 
either. But if we had an effective second: ary market, then I think that 
the Veterans’ Administration could go into these communities and 
sell the small town banker on the idea of supporting the GI loan pro- 
oram. I know I ean sell it because : have discussed it with some of 
them and they are favorable toward it. 

Mr. Meapows. What would he be then ? Would he be— 
me Poorer. He would be a mortgagee, is what he would be. Simply 
nly thing that this small banker must know is that when he 
finances the construction of a loan, and who in the community is ina 
better position to know whether or not this young fellow is capable 
or ean afford a house? That banker. Now, if that banker had 
1 means whereby he could be established as a mortgagee and 
ave the builder that he is financing have a firm commitment from 
e central mortgage or the secondary mortgage source that upon 
CO) plet on of that house, completion ot the sale, that he could then 

lose that loan out and dispose of that mortgage. 

The thing that your small banker fears and your large one, too, 

ommerce bank, more than anyhing else in the world is being caught 
nstruction loan where he has to take the house, because they are 
just not in the long-term loan business. But if there was a firm com- 
tment involved, and by the way that is what is required of us in 
Oklahoma City before we can get a loan from the bank to construct 
houses; we must be able to show that bank that we have a place to 
that mortgage when the house is sold and comp leted. So it in- 
volves nothing more or less than the small banker becoming a mort- 
ragee to service th: at loan. 


‘ that banker is definitely interested in making money. He can 

e 1-percent fee for closing the loan, and then he can get a half 
point for service on it when he closes it and collects it. He is right 
there on the spot and knows Johnny. Johnny has probably borrowed 
a few dollars from him before. So who is better qualified to service 


than the local banker? Let’s just make a mortgagee out of him 
| be able to give him a firm commitment and we will get houses 
built in the smaller communities. 

Mr. Mrapnows. Which comes back to your original point this morn- 
ng, to stabilize the secondary markets and, if necessary, take away 
f the restrictions such as footage restrictions. . 
Mfr. Poorr. That’s right, an id then make it possible to build. I will 
ut in the small towns and build houses for these people ; hundreds 

f builders would. 

Mr. EpmMonpson. Do you think most of the small bankers would 
ave the cash to do that, particularly in the area where the small banks 
pply pretty large agricultural needs? 

Ir. I" ore. They have the cash to do the construction loan. Many 
of ycur small banks are really today burdened with cash, many of 

. but there is no basis on which they can put it out. : 

Mr. IpMONDSON. We have heard it from some bankers that the prob- 

m that the smalltown banker has on any kind of home financing is 
the fact that it ties up his cash for a period that makes it impossible 
for him to make the agricultural in the crop loans and things of 
that sort, that are re: ally the staff of life for the country banker. 
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Mr. Poorer. That’s the reason he can’t make the permanent loan but 
can make the temporary loan, the construction loan to build the house. 

Mr. Epmonpson. Wouldn’t that tie it up 4 

Mr. Poorer. Not for more than 2 or 3 months. And if he doesn’t 
have the money, he always has a correspondent. He is probably the 
correspondent of Liberty National or the First National right here in 
Oklahoma City. If he has a deal like that, he has $200,000, he can 
draw on the big bank for that temporary fund and that’s all that 
bothers him, is that he is afraid to make a loan on a construction job 
or, that is, a construction loan for fear he might have to take the mort- 
gage. 

Mr. EpmMonpson. Then, the paperwork I understand is a discourag- 
ing factor with a lot of your smaller banks, too; is that right 

Mr. Poorr. Well, yes, that is discouraging to anyone but vitamins 
are discouraging until you get used to ts aking them. Then, when they 
see they can make one point, when you build a $70,000 house, they can 
pick up 70 from the veteran, make the interest on the money while 
they had it out; on top of that they had one-half of 1 percent for col- 
lecting the loan every month. It builds up some bread and butter. 
They will suffer a lot of paperwork for those kind of conditions. It is 
a matter of selling. 

Mr. EpMonpson. I wonder why it wasn’t sold when you did have a 
market ? 

Mr. Poorer. It wasn’t necessary. Everybody was too busy building 
houses. 

Mr. Epmonpson. In the rural areas? 

Mr. Poors. No. 

Mr. Epmonpson. That is what I am talking about, the small bank 
in the small community in the small rural area. 

Mr. Poors. But you have a lot of builders today that would go out 
into these towns and sell that idea to the banker. 

Mr. Epmonpson. I misunderstood you, You mean the builders were 
occupied in the larger areas and weren't available to go out there. 

Mr. Poorer. That’s right. It’s got » be sold to them. but it can 
be sold to them because I have talked to a number of them a it. It 
will work, but it takes the strong secondary market in order to get the 
firm commitment before you start. You have got to have sh at. 

Mr. Epmonpson. I think you made a very sound contribution to the 
hearing, Mr. Poore. We appreciate it very much. 

Mr. Poorer. I wanted to make that point. 

Mr. Epmonpson. Was there anyone else ? 

Jay Perry, would you take the stand and say a word. 

Mr. Davin J. Perry. There is just one thing. The Senator expressed 
a very great interest in this hearing, and asked that I attend and 
report to him on the findings, based on his traveling 50 counties in the 
last 3 months and this question having been brought wp many times 
both pro and con on the veteran situation on housing in the smaller 
towns in particular. That is one reason he was especially interested 
in knowing about it. 

Mr. EpMonpson. We are very happy to have you here as his rep- 
resentative, Mr. Perry, and we will be glad to send a copy of the hear- 
ings to him when it is completed. 

Let me say by way of closing the hearing, then, that we have deeply 
appreci ated the participation of you folks who have the facts in hand. 
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And I know that there have been some differences of opinion and some 
ditferent viewpoints that have been expressed here, but I think that the 
net effect has certainly been beneficial insofar as the subcommittee is 
concerned and ve have learned some things about it. | know, that 
we didn’t know about the situation here in Oklahoma. 

I’d like to leave this closing thought with those of you who have 
been present, that if you come into possession of any additional in- 
formation or have any further concrete ideas and suggestions to make 
to the Housing Subcommittee, we would appreciate very much yow 


putting them in letter form and sending them in to us. Yeu can 
address them to Congressman Teague or Congressman Ayres from 
Ohio or to me and any one of us would very much appreciate receiving 
them, and they will be brought to the attention of the full committee 


at the ¢ arliest. possible date. 

We are going to adjourn the hearing now to resume sitting in San 
Antonio on the 9th, and I might say further that if any of you have 
connections or interests in Texas that you feel should be represented at 
that hearing in San Antonio, that they will be welcome and that we 
would be very glad to hear from them. 

Allright. The hearing will be adjourned. 


(Whereupon, at 5:25 p. m., the hearing was adjourned.) 
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VETERAN HOUSING AND LOANS 


WEDNESDAY, DECEMBER 9, 1953 


Unirep States Hovse or Representatives, 
SUBCOMMITTEE ON HovustNnG or THE 
/ CoMMITTEE ON VETERANS’ AFFAIRS, 
Washington, D. &. 
he subcommittee met, pursuant to call, at 9:30 a. m., jury room, 
United states Post Office Building, San Antonio, Tex.. Congressman 
Olin E. Teague, Texas, presiding. 

Also present: Congressman Ed Edmondson, Oklahoma: Mr. Oliver 
E. Meadows, aid to the committee. 

Mr. 'Teacur. I am sure most of you know that this committee, 
the Sub ommittee on Housing of the Committee on Veterans’ Affairs, 
has had hearings all over the country. We are particularly interested 
in knowing what the situation in GI housing is in Texas. We 
lave With us today all of the loan Puaranty officers in Texas, and 
ve will start out with them and go on through with anyone who wants 
to testify before this committee. Our first witness will be the loan 
guaranty officer from San Antonio, Mr. Wilkerson. 


—_ 
I 


STATEMENT OF M. P. WILKERSON, LOAN GUARANTY OFFICER, 
SAN ANTONIO, TEX. 


Mr. Tracuk. Do you have a prepared statement or do you want to 
just go ahead and give us the situation in the San Antonio area? 

Mr. Wiztkerson. Well, do you want it in my own words or do you 
have some questions? 

Mr. Tracur. We would like to hear your story, then probably there 


; will be some questions, 
Mr. Wiikerson. Well, as I understand, your committee is investi- 
cating a shortage of loan funds in various areas in Texas. There is 
a shortage in certain parts. In the past year we have had a reasonable 
amount of money in San Antonio but at a price which means discounts. 
Mr. Tracur. Mr. Wilkerson, do you have any figures on the number 
of loans this year and last year? 
; Mr. Wirxerson. Yes, I can give you those. The last calendar year 
i we closed 3,941 loans. Through November 25 of this year we have 
. 1.444, and that represents an increase in our region. 
; That is attributable, from my personal viewpoint, to the raise in 
i interest rates from 4 to 414, and that was particularly so in some of 
{ the smaller savings and loans that had not been in for a long time; 
and, of course, the discounts caused money to loosen up and become 
, available at certain prices. 
; 3037 
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Mr. Teacur. Will you tell us something about the prices? 

Mr. Wu keRson. In our region the discounts v: iry anywhere from 

} percent to 714. The 3 percent is usually applied to loans where there 
is the 5 per ‘ent downpayment. Now, in the case of a 10 percent down- 
payment we have had a few reports of loans going through, being 
placed in the eastern markets, at 99 and at 97. With 5 percent down, 
generally the rate is 5 percent, and I would consider the 714 percent 
rate of discount a sacrifice rate, a few small builders getting out of 
business and unloading their paper that they have on hand and get- 
ting out of operations ; and the general rate in this territory is 5 
percent 

Mr. Tracure. Do you think the loans you have described are 
representative or give a true picture of the applications? Does that 
indicate the number of veterans that have asked for loans / 

Mr. Wintkerson. There is another factor in this, Mr. Congressman, 
and that is the individual veteran who would like to build a house on 
the lot he now owns, and for him to go in the market from one lender 
to another to get an individual loan—there are some cases where he 
can, if he has his lot in addition to the down payment money. Gen- 

ally spea king, | would say it is nearly nil. And also where he seeks 
an tal idual existing property and wants to get a loan someplace, that 
is practically nil. The money that is flowing into our region now is 
fam | the purpose of finan ing project de velopments. F or the individ- 
ual veteran it is tough. 

Money has been and is available in San Antonio; money is available 
in Corpus Christi. Those are the two active points in this region— 
but ata price. 

Mr. Tracur. What about the smaller towns in the rural areas? 

Mr. WILKERSON. Well, in the rural areas there has not been too 
much building. I might say, at Del Rio and Laredo there has been 
some defense houses built, but that was financed by the larger financing 
ms les Within our territory that were not located in those regions. 
Now, we do get a few loans from building and loan associations in 
little towns—oh, I would say New Braunfels, Fredericksburg, there 
have been a few loans as money became available, and Cuero is an- 
other small town where there has been some savings and loan money. 
But out in the remote points, like Junction, Alpine, Sanderson, towns 
like that, we handle those through our direct. loan program, and we 
have closed out about 200 direct loans down there. 

Mr. Tracvur. Do you have some direct loan money now ? 

Mr. Witxerson. We have some direct loan mone y now, not a large 
volume, but so far it has been enough to meet our—— 

Mr. Tracur. Can you tell us anything about the number of applica- 
tions you have now for direct loans? 

Mr. Witkerson. Yes, sir. We have closed 204 direct loans, and we 
have 58 pending applications where funds have been committed. We 
have the funds and they have been earmarked for those loans. The 
direct-loan program is eligible in 54 out of 60 counties, 

Mr. Tracur. That you have in your district ? 

Mr. Winkerson. Yes. 

Mr. Tracur. Anyone else? 

Mr. Epmonpson. Do you get several hundred thousand dollars a 


_ 


quarter or what is your direct loan 
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Mr. Wirxerson. Around $300,000 a quarter. It fluctuates from 
time totime. It fluctuates from time to time, depends on our monthly 
reports. 

Mr. Epmonpson. Do you believe that is adequate to meet the demand 
for that type of loan ¢ 

Mr. Witxkerson. It has been so far. 

Mr. Epmonpson. I have no further questions. 

Mr. Meapows. Can you give us some information about defaults, 
Mr. Wilkerson? What sort of experience have you had with defaults / 

Mr. Winkerson. Well, we have about the same experience that 
they have in most regions, | imagine. We have certain spots where 
the loans are still in good standing. And we have 1 region in our 
area, and that is in the lower Rio Grande Valley, where we have been 
suffering from economic conditions and drought for 2 or 3 years. We 
have had veterans migrate from there, just get their furniture to 
gether and drive off, maybe go to the beetfields in Denver or Michigan, 
or to some industrial point; and our main foreclosure problem Is 1n 
the lower Rio Grande Valley, and it is brought about entirely by 
economic conditions down there, and we are hoping that that will im 
prove since we have been getting some rain and water accumulation 
down there which might improve it. We have had about 154 fore 
closures, that is since the program started. We have been successful 
in selling 87 houses at no loss to the Government. In fact, we have a 
little more—we have recaptured a little more than our investment. 
We have 68 houses on hand, very slow-moving houses, of which a great 
many are older properties, and we have to rent some of those to offset 
taxes and insurance. Now, some houses we do not rent because it is 
more favorable to hold them for sale; and that applies particularly 
in a subdivision where you have, say, 100 houses. If we have to take 
over two houses in that subdivision, it would be a disadvantage to 
the Government to sell them at a salvage price because it would in- 
fluence and depress the market for the entire subdivision. So, there- 
fore, we hold those. We might have to paint them, put them in 
order for sale, and hold them for sale and not depress the other houses, 
which might result in the future in a liability for the Government. 

Mr. Epmonpson. I would like to ask two questions, statistical in 
nature. In the first place, what percentage of your loans would 
you say are new construction loans? 
~ Mr. Wiikerson. You mean, that we are processing today ¢ 

Mr. Epmonpson. Yes; during the past year. 

Mr. Wirkerson. Well, I would say 90 percent or better are new 
construction, proposed construction. 

Mr. EpMonpDson. Of that 90 percent new construction, what per- 
centage would you say is in lower-priced dwellings, in the classification 
under $10,000 houses ? 

Mr. WILKERSON. Well, I believe that the larger percentage would be 
in the 12.000 bracket. 

Mr. EpmMonpson. Could you give us an idea of what the percentages 
would be? What percentage of these new houses that are being built 
are the lower-priced homes? That is—— 

Mr. Wixxerson. I don’t have those statistics. 

Mr. EpmMonpson. Would you have an approximation you could give 
us? What crosses your desk in a week ¢ 
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Mr. Wiixerson. My chief appraiser, Mr. Lattimer, is here. He 
processes and:approves those commitments. 

Mr. Epmonpson. I might ask Mr. Lattimer— 

Mr. J. L. Larrrwer. It would be a guess, Mr. Congressman, I 
believe your question was the percentage that is 10 above 90% 

Mr. Epmonpson. No. Of the 90 percent new construction loans 
what percentage of that would be the lower-priced dwellings under 
S10.000 ¢ 

Mr. Larrimer. I would roughly say—it would be a guess—under 
our present processing setup, under $10,000 would go, I will say, 65 
to 67, I would say—and it is purely a guess—I would say from 10 to 
12 in the $12,000 bracket, and thereabouts. I would say the ratio 
would be 15 to 20 percent and the balance would be up in the higher 
brac KeTS, 

Mr. Tracur. What about your farm loans, Mr. Wilkerson ? 

Mr. Witkerson. We don’t have but very few demands for farm 
loans because the Texas farm-loan program is a more favorable pro- 


gram. We do have some farm implement loans and things like that 
but, generally, the veterans like your ‘Texas farm loan better because 


it is more favorable, and, I believe, that is 3 percent in 40 years, and 
he picks up, maybe, some mineral rights, something of that kind. 
Mr. Mrapows. I want to ask you one other thing, Mr. Wilkerson. 


Chis committee has been quite concerned because of reports it has got- 
ten from time to time where veterans involve themselves in difficulty 
as the result of selling their properties and failing to absolve them- 


selves of any responsibility to the Government as far as the guaranty 
portion of the loan is concerned. In other words, they sell their house 
and allow the person to assume the loan. Could you give us any com- 
ments on that problem, Mr. Wilkerson ¢ 

Mr. Witkerson. Well, that is a problem, and I think it is going to 
become a greater problem as the program progresses. I made a slight 
check on that recently in our office, and I have noted in the last 2 years 
that there is a gradual increase in the percentage of our foreclosures 
where a foreclosure is being made against an assumptor. And I think 
that, nationally speaking, is going to become greater. I believe I can 
venture an opinion upon that because I have been in this business for 
a long time and I am familiar with a great many of the States in 
the country. 

Home Owners Loan had some serious experiences with foreclosures 
and so-called real-estate milkers, and so forth. I would say now 
about 22 to 25 percent of our foreclosures are caused by defaults by 
assumptors. They walk off and leave the property, it is foreclosed, 
conveyed to the Veterans’ Administration, and we have to sell and get 
out if we can. If there is a loss, an account is set up against the 
original veteran borrower and the Veterans’ Administration, because 
the Government guaranteed the loan. When he gets notice that he is 
liable for seven or eight or nine hundred dollars, we usually get a 
response from him: “I sold the house. I thought I was through.” 
Well, he isn’t. That is a debt against him and, in certain cases, cer- 
tain benefits can be offset against it. I believe that that is caused to a 
great extent by the veteran being inexperienced, not well informed. 
He wants to move ina hurry. Here isa man that will give him $350 


or $400. Usually he moves and thinks he is all through. He doesn’t 
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know whether the man is good credit—a good credit risk, whether he is 
stable, or where he comes from. That is one of the difficulties. I 
don’t know how it can be overcome, but in the law the Congress passed 
in connection with the original loan, you all eying that the veteran 
must be an acceptable credit risk. Well, we try in our analysis of 
eredit to get a good credit risk and a good loan that protects the Gov- 
ernment and protects the veteran, but when the veteran passes that 
on toa third party then there are losses coming up for the veteran and 
for the Government if he is a poor credit risk or a fly by nighter or 
some speculative person who 1s picking up equities In groups and 
renting those houses out, which collectively give him a good income. 
If things recede and rental do not acc ‘ue, he can walk off and leave 
them. 

Mr. Meapows. You don’t have any authority at all over the credit 
status of the individual which assumes the loan ? 

Mr. Wrrxerson. No, sir. The way the law stands now we don’t 
know when a veteran sells by assulmpt ion and subject to his mortgage. 

Mr. Tracur. Do you have any problem with men that have gone 
back in the service; around the areas they are stationed in, they buy a 
home and then are transferred away ¢ ’ . 

Mr. Wiixerson. Well, so far, Mr. Congressman, the incoming and 
outgoing has been fairly even. One man going out, he can find a man 
coming in to pick it up. But with any recession in military activity, 
then it will be a problem. 

Mr. TracukE. Any questions ? I believe that is all. Thank vou. 


STATEMENT OF SCOTT REED, LOAN GUARANTY OFFICER, 
WACO, TEX. 


Mr. Teacur. Would you state your full name for the reporter ? 

Mr. Reep. Scott Reed, loan guaranty officer, regional office, Waco, 
Tex 

Mr. Tracur. Mr. Reed, do you have a prepared statement ? 

Mr. Reep. No, sir. 

Mr. Tracur. Will you in your own way tell us the situation around 
Waco! ‘Tell us first what area your district covers. 

Mr. Reep. Well, our area covers 34 towns, you might say in the 
central portion of the State, rural counties to a great extent. Our 
largest town is Austin, capital of the State. The next is Waco; then 
Temple and Bryan. Those towns you are very familiar with, of 
course. 

Now, the guaranteed loan program, so far as our area is concerned, 
has almost dried up. We have no lenders in that region after the 
building and loan associations and banks left the program, no perma- 
nent lenders. We have 2 or 3 life-insurance sdalitealens pretty good 
sized, but they have never made any GI ene 


To give you the comparisons of ‘volume, in November—that is the 
month just closed—we had 52 loan applic tions guaranteed. In No- 
vember of 1952 we had 147. In November of 1951 we had 171. Now, 


that compares with 350 to 400 at the peak of the program in 1946 and 
1947. Now, in the 6 months’ period from June 1953 to November 
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1953, inclusive, we had 454 applications for guaranteed loans. The 
same period in 1952 we had 849. For the same period in 1951 we had 
1,030. That gives you a pretty vivid picture of what the program is 
in our region. 

Now, you asked awhile ago about the discounts. I think I can say 
without ] being in error that the par market for 100 percent guaranteed 
loans just does not exist as far as our region is concerned. The cur- 
rent discount rate runs from 5 to 8 percent, and that includes the dis- 
count under the present Fanny May 1-for-1 program that you know 
about. 

ae Meapows. Do you attribute this marked decline you have de- 

‘ibed there, Mr. Reed, purely to the lack of funds, or is the demand 
still there? What sort of experience do you have or what do you 
know about demand ? 

Mr. Reep. Well, the demand I don’t think exists as it did 2 years 

igo or 3 years ago. I base that on the fact that our telephone calls 

and personal calls, inquiries, are not near as heavy as they formerly 
were. Of course, as general eet ation, throughout the region and 
almost throughout the country you just can’t get a GI loan, and so 
they don’t inquire about it. 

Mr. Mravows. Do you have any construction under inspection at 
the present time? 

Mr. Rerep. Yes, sir. 

Mr. Meapows. How much and where? 

[r. Reep. Well, we have a project just started at Rockdale, about 
20 units. That is due to that industrial activity in that area, with 
which you are acquainted; and a small project of about 20 houses in 
Temple. And building has never ceased in Austin. We have got 2 
or 3 projects going down there now. I would say that all the projects 
might add up to 350 units. 

Mr. Meapows. In Austin? 

Mr. Reep. Austin, Tex. Now, we have—our largest project, I 
would say, Was over at Killeen and the Fort Hood area ; and they have 
all been comp yleted. There is no building over there now. It has 
been our conclusion they don’t need any more building at present. 

Mr. Tracur. How about your direct-loan program / 

Mr. Reep. Well, that is the most nti ve thing we have, Mr. Teague. 
We have had a total of 802 requests for direct loans. Of this number 
192 have been closed and fully disbursed, 85 are in process, and 171 on 
the waiting list. Now, that means they have written in requesting a 
direct loan but the application is not processed until his name is 
reached and it is determined that the money is available. Our total 
allotment for that region since the beginning of the direct-loan pro- 
gram has been $3.885,000. We have closed loans that involved $3,- 


246,000. That is our round figures. And we have pending for clos- 
ing, loans amounting to $296,000. We have earmarked or reserved for 
pending applications $232,000. The balance on hand at this time, not 


reserved or earmarked, is about $10,000. 

Most all of our area is made eligible for direct loans except a few 
towns, about six towns. That accounts for our volume here, of course. 
It is important for a veteran in the smaller towns to get a guaranteed 
loan. Lenders just simply don’t go in those areas. 

Mr. Tracur. Has practically all of that area been a declining popula- 
tion in the last 10 years, Mr. Reed ? 
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Mr. Reep. Yes,sir. Hill, Limestone, Navarro—I particularly know 
those counties—I think each of them has declined in population ap- 
proximately 10,000 in the last 10 years. I don’t recall A, tere Brazos 
County. 

Mr. Teague. I think that is the one county that has had an increase. 

Mr. Reep. Yes, I think that is the one county that has increased. 

Mr. Merapows. Would you say your experience that you are 
having with the activity on the direct-loan program indicates that 
there is any greater need for the direct-loan’s program expansion 
than has been in the past or not? 

Mr. Reep. Well, 1 don’t know hardly how to answer that question. 
When a veteran is unable to get a le nder to make him a guaranteed 
loan, of course, his next thought is a direct loan; and if the direct-loan 
program was extended to include all the towns in our area, it would 
take a lot of money to satisfy the demand because we still have appli 
cations coming in every day, requests for direct loans. We have 
backlog of 171. If the veteran in the rural, crossroads towns and 
villages ever is able to obtain a GI loan, so to speak, it would probably 
be through the direct-loan program. 

Mr. Mrapows. If the GI bill is going to have any effect to him, from 
a home-acquisition standpoint, it is going to have to be a direct loan ? 

Mr. Reep. It seems so, unless there is a change in conditions. 

Mr. Mrapows. Have you seen any noticeable change in the last few 
months ? 

Mr. Reep. No sir, there has been a decline. 

Mr. Meapows. To summarize, in your district there is practically 
no money available and your direct-loan money is about gone; isn’t it ? 

Mr. Reep. We will get another allotment the Ist of January, about 
$300,000. That isenough for about 40 loans on an average. 

Mr. Meapows. All right, thank you very much. 

Mr. Reep. Mr. Teague, I would like to say that Mr. Oran Sherrill 
is here from Georgetown. He is president of the National Real Es- 
tate Brokers Association. He has some things on his mind he wants 
to tell you. 

Mr. Treacur. Thank you. We will give him a chance. Mr. 
Andrews of Houston ? 


STATEMENT OF RALPH F. ANDREWS, LOAN GUARANTY OFFICER, 
HOUSTON, TEX. 


Mr. Tracue. Will you give your full name, address, and title to the 
reporter ¢ 

Mr. Anprews. Ralph F. Andrews, loan guaranty officer of Houston. 

Mr. Teacur. Mr. Andrews, your district covers what general area? 

Mr. Anprews. Takes the area from Nacogdoches on the north to 
Navasota on the west and down in the south part, E] Campo and Bay 
City. 

Mr. Tracur. Thank you. 

Mr. Anpriws. The program in Houston is just typical of Houston, 
which is still a boomtown area. We are not doing the business now 
that we did over a comparative 6 months’ period a year ago or 2 years 


ago, due to the discount situation. 
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Mr. Tractr. Due to the discount situation. What about the de 
mand as far as the veteran is concerned ? 


Mr. Anprews. As far as the veteran is concerned, the demand is still 


there. During the month of November of this year, 60 percent of ow 
loans re of the 100-percent variety, which means 60 percent of the 
\ me at least was $10,000 and under. 

That was the 1-for-1 Fanny May program: 30 percent of the volume 
was 5 percent downpayment, and 10 percent of the loans were 10 per 
cent or better. Now, the discount under prime loans of 10 percent 
or better was 98 to par. The run-of-the-mill, I would say, is about, 
at this time about 95 to 96. This 1-for-1 will range anywhere from 
93 to 96, depends on the dealer. In other words, all your discounts 
are just whatever they can work out. We are running—just to No- 


vember 1953 our loan applications are 93 percent of volume for the 
same per od of 1952, and 81 percent of the same period for 1951. Our 
appraisal requests in 1953 were 77 percent of the volume of 1952, and 


92 percent of the volume of 1951. Foreclosures ave raged about 3 
a month and they are ee in the rural areas, Trinity and Crock- 
ett and Lufkin and those east Texas communities where there is quite 


a shift in population, a few of them around in the metropolitan areas, 
due to martial troubles. 

Our direct loans, there is a demand for more than we have money 
for. There again is your problem as to whether or not you want to 
consider the veteran from his economic st: undpoint in this rural area 
as compared with what his economic conditions might be in a larger 
area. In other words, looking at it from a recapture standpoint in 
case of a foreclosure, the chances are not so good, so we are more cau 
tious at the present time in making those direct loans in those smaller 
areas because our experience has been pretty bad, where we have had 
quite a problem with some Negroes becoming direct owners of the 
property, and we have them back on our hands and can’t even rent 
them. So that is the problem with your direct loans. However, I 
believe that expansion of the direct-loan program would be the biggest 
club over the investor’s head to get them back into the market on a 
near par basis. I think, if they realized that Congress was perhaps 
intending to stop the clock over them on the direct loan basis, they 
would come in and they would see a lot more money available at near 
par than it is today and, perhaps, would be more interested in the 
smaller areas. 

The strike situation at Port Arthur and Orange has driven prac 
tically all your private investors out of that area. They are stymied 
right at the present time. Building and loan associations are taking 
care of some, but they are very selective. Beaumont is beginning to 
pick up. 

Mr. Mrapows. What sort of experience have you had, Mr. Andrews, 
in the disposing of your direct loan paper ? 

Mr. Anprews. We have not had any. 

Mr. Mrapows. You have not sold any? 

Mr. Anprews. No. 

Mr. Mrapows. You can’t sell it at 414 percent ? 

Mr. Anprews. No. It is still location. Regardless of how good the 
security is, how well seasoned it is, it is still location. They won’t take 
it. We have even tried to sell some to the building and loan associa- 
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tions. One feature with this discount that I think is hurting quite a 

bit: we are finding in Houston, Beaumont, and some other areas, the 

building and loan associations are setting up subsidiary mortgage 

companies, which gives the building and loan associations the benefit 

of the discount rather than taking it directly themselves. So there 
all kinds of schemes or( ing on to maintain this discount. 

The builders in Houston and that area are very optimistic. We 
have some very large projects underway, and some are still in planning. 
We have had, since August 1953, 109 new projects through VA; 
of those are still pending due to the lack of personnel to handle the 
land planning program. 

Mr. Mrapows. By that you mean a lack of VA personnel to process 
ie land plan program ¢ 

Mr. Anprews, That is right. It is a VA operation and we have no 
personne lto do it with. In fact, t] ey are reduc ing pe rsonnel, 

Mr. Mrapows. Can you get a loan in the metropolitan area of 
louston for an existing property ¢ 

Mr. Anprews. About 5 percent of ours are existing propert 
You can get them there. The real-estate market is trying to unload 
some of the inferior ones that are high priced, we think. We are 
screening them very well, but still we are processing—about 5 to 10 


percent of our volume are existing houses, 
Mr. Mrapows. But I assume that represents larger properties sold 
Houston and Galveston 2 


Mr. EIT e, Houston, Beaumont, Texas City, not so much in 


(ralve Hg \ eee eeepeees tn Sansretion The Galveston prices are 
very high an a the re is very little market there. Minority housing in 
the whole area Is : ‘the prese nt time pr ac tically out. We have a 


some f ur LV vood sized Negro pro jects in Houston. and they hi ive bee 

very successful, but that mone y 1s gone. It is true at the present time 
that National Homes prefabricated houses are coming in on a 1,000 
unit project for the Negroes, and that will be on the Fanny May 
l-for-1. They are handling the financing themselves, so they are 
unning around the local boys on that. There is also the possibility 
of about a 200-unit project in Beaumont. That will be the same way. 

Mr. Mrapows. Can you give us an idea along the lines of what Mr. 
Edmondson asked awhile ago about distribution on the major types 
‘f price ranges involved in this new construction ¢ 

Mr. Anprews. Under new construction—this is just a guess, basing 
it on this 60 percent of our volume being 100 percent loans—I would 
say that 50 percent of our overall volume presently is $10,000 and 
under; 30 percent, $10,000 to $12,500 and 10 percent above that. 

Mr. Meapows. Do you know how many units you have on hand now 
as a result of foreclosure ? 

Mr. Anprews. We are processing about three foreclosures a motith 
and of the units we have on hand now I would say roughly about : 

We recondition those and put them in good condition for resale so as 
not to have too great an effect on the areas where that is, so as to keep 
our market standard. 

Mr. Meapows. Do you have many cases such as those described by 
Mr. Wilkerson here, where veterans sell their property and ultimately 
end up liable for a portion of it? 

Mr. Anprews. That is the most—well, embarrassing situation, you 
might say, from a government standpoint, in that the veteran has not 
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been educated as to his liability. We have been discussing that 19 
1 bit recently and are pre pared to send the veteran now, whenever : 
ioe is closed for a veteran, send him a short letter pointing out that 
fact to him, that he is and will be liable on that as long as that note 

is in effect, and if he sells it by assumption, still he is hable. 

Mr. Mreapows. Would you care to advance a personal opinion as to 
whether it would help any if, perhaps, the law was amended to allow 
the Veterans’ Administration to pass on the credit qualifications of 
the secondary party just as they did with the veteran’ Do you think 
that would help any 

Mr. Anprews. It would be a hard thing to police. They are scat- 
tered all over. Wedon’t know where they are. The mortgagee is not 
con erned and that is the only way we would ever find out about it. 
It would have to be voluntary information by somebody. 

Mr. Mravows. In other words, you don't even know that the prop 
erty is sold? 

Mr. Anprews. We know nothing about it. 

Mr. Mreapows. Until there is a foreclosure and somebody goes out 
there and finds the veteran has not been living in the house ? 

Mr. Anprews. That is correct. It is a matter of education. It is 
a practice that many realtors are specializing in, and I have done a 
great deal of talking with real-estate boards and other groups of 
realtors, telling them what a bad practice that is and what it is doing. 
But, of course, many of them, they are not concerned about that; all 
they are looking at 1s their commission on a sale, and it is a bad situa- 
tion. Whether a letter to them at the time the loan application is 
passed will do them any good 5 years from now I don’t know. That 
is a problem, but we can at least put them on notice. 

Mr. Meapows. You would write it in rather simple terms so that 
they could understand and not use legal terms that would not help 
much / 

Mr. Anprews. No; just a very simple, brief letter at the time of 
their application. If the title company would take time when they 
are an ing the loan and explain that to them, that would do a lot of 
good. 

Mr. Tracur. Mr. Andrews, there has been a number of articles in 
the papers, that there would be more money available. Have you 
seen any change in the recent months? 

Mr. Anprews. This last month it has softened about 1 percent, 
since the national convention of mortgage bankers. There has been 

lot of talk but nothing tangible. 

Mr. Mrapows. When you say 1 percent, you mean discount ? 

Mr. Anprews. Softened 1 percent in the last 30 days, and now they 
are talking that next month it will probably be 1 percent better. 
That is just guessing. 

Mr. Tracur. Any questions? 

Mr. Epmonpson. I would like to know how this discount rate com- 
pares with the rate last year ? 

Mr. Anprews. Last year was when it was still under-the-table 
discounts. 

Mr. Epmonpson. You were still aware of the practice in your area? 

Mr. Anprews. Oh, yes. 
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Mr. Epmonpson. Could you give us an idea about how rough it was 
at that time? 

Mr. Anprews. Pretty rough. 

Mr. Epmonpson. Did it ever get down to 90 in this area? 

Mr. Anprews. I have heard of a few cases. Well, as a matter of 
fact, I have seen one case since the discount has been legalized where 
Chase in New York charged 10 percent and they charged 11 percent 
to the builder. 

Mr. EpmMonpson. Was that on a big project ? 

Mr. Anprews. No; that was on just desperation cases. 

Mr. Tracuk. Did I understand you to’say they are cutting down on 
the personnel in your office ¢ 

Mr. Anprews. Yes, sir, drastically. 

Mr. Tracur. You say you do not have sufficient personnel to operate 
your office / 

Mr. Anprews. No, sir. 

Mr. Mravows. How long have these applications been pending, that 
is the project applications? 

Mr. Anprews. In land planning project applications, we have 
back, some of it, 60 d: ays or more. 

Mr. Mreapows. Do you have someone there who is supposed to be 
experienced, Gualified in land planning ? 

Mr. Anprews. No, sir. 

Mr. Meapows. You do not have a position or grade for a person 
competent in land planning? 

Mr. Anprews. No, sir; just have to do the best we can, and that 
makes it difficult because our land planning, like our construction 
regulations, are practically taken over from FHA, the same thing. 
You get out of the city of Houston and into the county and there 
you find that FHA takes the county engineers’ report on drainage, 
and so forth, and that is it. Because we have not had qualified 
personnel we hired on a contract basis a qualified engineer to make 
us an independent report. Invariably, that independent report will 
bring out some defects in the developer’ s engineer, who was trving 
to hold the price down to a minimum. You discuss it with FHA 
and they say, “We have made up our mind, and that is final.” So 
then we go back to the developer and start ire with them and 
in some of them we have lost the project entirely because they are 
not willing to spend any more money on it at straight FHA prices. 
Others have gone along with us and made improvements, particularly 
on drainage, and that is, of course, our big problem in Houston. But 
the land planning is very, very important, but it won’t work under 
the present setup. 

Mr. Teacur. Mr. Andrews, you have referred a time or two to the 
builders that are going out of business or making sacrifice disposals 
of property. Do you see any trend in the Houston area to eliminate 
the small builder? 

Mr. Anprews. There certainly is in this respect: it has become 
strictly a buyer’s market. A small builder who is continuing to build 
the same little, old house he did 3 or 4 years ago, that he hs id a re ady 
sale for, is not having any market at all. That is sti nding there. 
Within the last week I have been around through some of the projects. 
On one side of the street the houses have been there for 6 months, up 
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anywhere in the S10- to 515,000 bracket. And the other side of the 
street, where the builder has built a good house, put a lot of appeal 
ill sell. There is still a market for them, but it is 
r care of that, and you just can’t build a little, 


nit. the houses W 
ompetition that is takin 


old, what I call a plain vanilla house, anymore and get a price on it. 


The ones under $10,000, which is our strongest market, that has to 
have some appeal in it, too. 
Mr. Tracur. That is all, thank you. 


STATEMENT OF L. F. DICKSON, LOAN GUARANTY OFFICER, 
DALLAS, TEX. 


Mr. Teacur. Will you five youl full name and title and address to 


the reporter / 


Mr. Dickson. L. F. Dickson, loan guaranty officer in Dallas. 

Mr. Teacur. How lo o have you been in Dallas? 

Mr. Dickson. I have been there about 9 years as assistant loan 
guaranty officer, until about 5 months ago. 

Mr. Tracur. Do you have a prepared statement? 

Mr. Dickson. Not a prepared statement that I can read, no sir. 

Mr. ‘J EAGUE. Go right ahead. 

Mr. Dickson. Our volume for the past year has compared with 1 
and 2 years ago, doesn’t seem to be too much different, since the average 
during 1951—this is in numbers of loans made—is 329 per month; in 
1952, 367: and for the first 11 months of 1953, 364; so there has not 
been much of a change. 

Now, here is something that may be of interest to you. For the 5 
months beginning July of this year when the discount was legalized 
the comparative period of 1951 was 1.736 loans: for 1952, 1.864: 1953, 

1.608: so there has been very little difference in the number of loans. 

Now, our certificates of reasonable value issued are almost on the 
same basis. For the 5-month period of 1951, an average of 281 per 
month; for 1952, 505: and so far for 1953, 484. So the average is al- 
most the same. 

We can’t say from our statistics that we don’t have money available 
for guaranteed loans. 

Mr. Mrapvows. Could you describe the trends within the region , 
relative to new construction, various existing properties, and the con- r 
ditions in the rural areas, and that sort of thing? 

Mr. Dickson. Yes. Do you want that for the current year? 

Mr. Mrapows. Such description as you think necessary. : 

Mr. Dickson. Allright, sir. In 1953, in that 5-month period, there 
were certificates of reasonable value issued in project cases, 2,167 as 
against 418 single shots. So that would be about 5to1. During the 
month of November there were 377 project cases against 73 single ; 
shots. That is the way it has just about figured up. 

Now, as far as direct loans, we have a fair volume of direct loans. 

We have closed so far 553 direct loans. The direct loan area comprises ' 
all but the counties of Tarrant and Dallas. For a while we excluded 
Wichita Falls—rather, Wichita County and Smith County, but we | 


have reopened for Smith County and have only excluded the city of 
Wichita Falls. 


Mr. Treacur. Why did you reopen them if money was available? 
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Mr. Drexson. We reopened them because we had so many demands 
and money at that time was not available. 

Mr. EpmMonpson. Do you have any figures by years on your direct 
loans to show the direct loan trend ¢ 

Mr. Dickson. Yes, sir. From July 1, 1950 until through 1951— 
T have finished with Oetober, which is the last available month—so 
the first vear is more than a vear, we closed 56 direct loans. During 
the next vear Sane ed 160. For the current year ene line October 31, 
1953, 337. That a tots al of 5 553 

Mr. ~ sali tee It looks as if the demand for direct loans has been 
increased considerable, then ? 

Ir. Dickson. It has been increased but I would not sav that is due 
to the lack of funds. T would say it is more due to the fact that the 
veterans are becoming acquainted with the fact that they can obtain 
direct loans. And I venture to say in most of the territory—possibly 
all of it—in most of the territory where we make direct. loans there 
was never any money available for GI euaranteed loans in the first 
place. The lenders just don’t want to go out in small towns. 

Mr. Mranows. Where do you have a large project type construction 
under inspection now ? 

Mr. Dicxson. At the present time we have in Dallas. Fort Worth. 
Grand Prairie, Irving, and Garland. 

Mr. Meapows. You don’t have a project in Wichita Falls and Tyler? 

Mr. Dickson. None in Tyler. I am not sure whether we have one 
in process in Wichita Falls or whether it has been completed. It is 
almost completed if it isn’t. But we have no new one. However, our 
chief appraiser went up there last week with the idea of opening a 
new one. Now he hasn't returned to report on it vet. 

Mr. Mreanows. Do vou have any sort of situation of backlog similar 
to that described by Mr. Andrews here of pending applications and 
new projects ¢ 

Mr. Dickson. No, we have none, although we have no land-planning 
section in our appraisal section. We have no land planning. We 
merely have the chief appraiser and we have a construction analyst. 

Mr. Mranows. Do you utilize the services of a fee engineer such as 
he spoke of ¢ 

Mr. Dickson. We have not so far. We have had the project plan- A 
ner furnish certified statements from their own or an engineer whoyt 
they select. Of course, they are certified engineers and also, of courge, 
we require the citv inspections—city, State, and county. 

Mr. Mrapows. What sort of a situation do you have on defaults? 
Do vou have any properties on hand now? x 

Mr. Dickson. We have no properties on hand. We have had no 
foreclosures now in about 314 years. 

Mr. Mreapows. None at all? 

Mr. Dickson. None at all. Our defaults have been running along, 
we have defaults reported, but our loan service men have gone out 
and been able to work them out. Part of that I think can be attributed 
to the fact that Dallas and Fort Worh are, they are rather stable, I 
would say, communities, where there is no, I would say, boom, and 
they have been able to work them out so far so that we have acquired 


no prope rties. 
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Mr. Tracue. Mr. Dickson, what about your supply of money for 
direct loans? 

Mr. Dickson. I don’t believe the supply is quite sufficient for what 
the de mand would be if it were publicized to the extent that all vet- 
erans Who require and need this housing can get it. For instance, the 
last two quarters, the second quarter—rather, the preceding quarter— 
we were allotted $596,000. This quarter, $510,000. On that basis it 
would be a little over $2 million a year. We have at the present time 


134 loans in process of being closed, in an amount of $1,192,000, round 
— : and we have closed $3,983,000, so that there is available 

or this month approximately $110,000 in cash. We have 41 applica- 
tions that have been forwarded to veterans for submission and okay. 


At our average we can take care of about 12 of them thismonth. Nest 
month we hope to geta little 1; irger allotment, but we don’t know. 

Mr. Tracur. Do you have the figure on how many applications you 
have pending that have not been sent back out for completion ? 

Mr. Dickson. No, we have none that has not been sent back out. 
Forty-one is all we have on hand at the present time. 

Mr. Mrapows. And they are out? 

Mr. Dickson. And they are out. 

Mr. Mrapows. You might not get more than 1 for 5 returned? 

Mr. Dickson. That’s mght. We might not get a single one re- 
turned. We don’t know. 

Mr. Mreapows. Can you give us an idea of the discount play in your 
area, the range of it? 

Mr. Diexson. Yes. This has been running anywhere from approxi- 
mately 93 to 97, along about that rate. 

Mr. Meapows. Do you know of any instances of par loans? 

Mr. Dickson. No. I know one at 99, that is all, no par. 

Mr. Mrapows. Do you observe any trend in the last 30 or 60 days? 

Mr. eqnre There seems to be a slight trend. As Mr. Andrews 
said, a lot of it is talk and we have not seen any evidence of it. I 
had one lender os told me that his company had told him he could 
now handle single shots at 97, and that is the first indication we have 
had of a major life insurance company coming back for single shots. 
They favor projects. 

Mr. Tracur. All right, thank you very much. 

Mr. Mrapows. Mr. Harris from Lubbock. 


STATEMENT OF CLYDE A. HARRIS, ACTING GUARANTY OFFICER, 
LUBBOCK, TEX. 


Mr. Tracur. Will you state your full name for the reporter? 

Mr. Harris. Clyde A. Harris, Acting Guaranty Officer, Lubbock. 

Mr. Tracur. What area eat your office cover ¢ 

Mr. Harris. We have 79 counties in western Texas, starting with 
Hardeman County on the east, Tom Green County on the south, and 
then to Amarillo down to El Paso. 

Mr. Tracuer. Will you tell us the story out that way? 

Mr. Harris. Most of our loans are being made in the seven larger 
cities within the region including Amarillo, El Paso, Midland, Odessa, 
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Abilene, and San Angelo. The majority of our loans are made in that 
area. 

Mr. TraGur. Will you speak a little louder so the people can hear 
you ¢ 

Mr. Harris. Yes. Our volume of loans is fairly even within the 
last 3 years for the reason that the lenders had commitments that kept 
their volume up. There has been a letdown in new money within the 
last 6 months. 

Mr. Tracur. You say a letdown in new money in the last 6 months? 

Mr. Harris. New money, yes sir. In 1950 our home loans totaled 
8,537; in 1951 it was 3,783; and in 1952, 4,925; through November 
24 of this year it was 3,850. The farm loans—do you want the farm 
loan figures? 

Mr. Tracuer. Yes. 

Mr. Harris. Farm loans in 1950 were 49 and business loans 213; in 
1951 farm loans were 23 and business loans 3; in 1952 farm loans were 
9 and business loans 2; in 1953 farm loans 6 and business loans 3. 
The total amount of the loans in 1950 was $54 million; 1951 was $27 
million; in 1952, $38 million; and in 1953, $31 million. 

Mr. Epmonpson. Do you think the demand is still there for GI 
housing ? 

Mr. Harris. Yes, I think the demand is still there. 

Mr. EpmMonpson. How about your direct loan program in that area? 
What figures do you have on that ? 

Mr. Harris. There is a very large demand for direct loans and the 
amount of money for that, we will say, is inadequate. Our figures for 
the present quarter was 213,000 until October of this year, and it went 
up to 262,000. The loans are available—they will average around 
$7,000, so you can see it figures roughly 10 mareyh a month. We have 
493 closed loans. We have 450 recorded requests for direct loans. We 
have had quite a number of requests for direct loans in places that 
were not eligible and we made no record of those. 

Mr. Epmonpson. I didn’t get that 450 recorded requests. You 
mean pending at this time, 450 requests, that are not acted on ? 

Mr. Harris. Yes, with no money to make the loans. The waiting 
list, the loan applications we are working on now are the ones we 
received in January and February, 1953. In other words, we are about 
11 months behind. We believe, if we were working on a fairly current 
basis, that there would be more direct loan applications. When you 
tell a veteran he can’t get a direct loan for 5 months, a large number of 
them won’t even leave an application. 

Mr. Mreapows. What experience are you having now with defaults 
and foreclosures in that area ? 

Mr. Harris. Right now our defaults are increasing, and we feel it is 
because of the drought. 

Mr. Mrapows. Can you give us an idea of the rate per month or 
number of properties on hand? 

Mr. Harris. We have approximately 30 properties on hand. We 
have been picking up 3 or 4 a month in the last few months. Our de- 
fault rate prior to that was low. 

Mr. Meapows. Did you discuss the discount play while I was away? 

Mr. Harris. No, sir, I didn’t. Our discount is—about 96 to 97 is the 
price. 
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Mr. Meapows. Where do you have new projects under construction 
now { 

Mr. Harris. Amarillo, E] Paso, Lubbock, Midland. I believe that 
is about all. 

Mr. Meapows. About how many would that run, do you think ? 

Mr. Harris. El] Paso has sent in some with as many as 25 houses in 
a project, and Midland’s are about 10 houses; I don’t believe there has 
been more than 10 toa project - Amarillo about the same. 

Mr. Meapows. Less than 100, probably, in the whole region ? 

Mr. Harris. Yes. 

Mr. Teacue. All right, thank you. 

Mr. Meapows. Mr. Smith from Dallas, and Mr. Loupot, would you 
like to come up together? Is there anyone € lse with you’ 
Mr. Smirn. No, we are the only ones who came. 

Mr. Meapows. No lender? 


Mr. Smiru. I don’t believe they came down. 


STATEMENTS OF HAROLD F. SMITH AND HERMAN LOUPOT, 
BUILDERS, DALLAS, TEX. 


Mr. Tracur. Would you state your full name and title and address ? 

Mr. Smiru. I am Harold F. Smith. I live at 826 Northeast 22d 
Street, Grand Prairie, Tex. I consider myself a Dallas builder. 

Mr. Lovupor. My name is Herman Loupot, 203 North Barnett Street, 
Dallas, Tex. 

Mr. Tracun. Mr. Smith, do you two represent a group or organiza- 
tion, or are you testifying in your own behalf? 

Mr. Sarru. All I can testify to is in my own behalf, although I 
represent the Dallas Home Builders Association. 

Mr. Tracur. The Dallas Home Builders Association ? 

Mr. Sourru. I can’t speak too much for the individual builder and 
his problems, but I can give my own story if you ask the questions. 

Mr. Teague. All right, sir, go right ahead. 

Mr. Smrrn. I understand, of course, from my viewpoint. I will 
tell you what we do in Dallas. Of course, Dallas being a metro- 
politan area, there has been money available for the GI loans if the 
builder was able and willing to pay the discounts. It has been bad 
to build and not get any consideration for the discount on the apprais- 
als, which we definitely do not get in Dallas, 1 cent; and we figure 
we are a very conservative area, appraiserwise. We figure Dallas is 
building houses cheaper and better than any place in the United 
States, and we have had a hard time—I especially, and some of the 
other builders that spoke to me. Some have had to leave the market 
completely because they could not build under the GI appraisal and 
pay the discount. 

Mr. Teacur. Has your discount experience been about the same as 
Mr. Dickson testified to? 

Mr. Smirn. That’s right. Mr. Dickson gave a true picture of it. 
As far as it getting better, I am like Mr. Dickson, I have not seen it. 
If they walk into a mortgage banker he will take it. There is no 
turning down of the loans or accepting it. He will accept your 
application under the VA and then withhold 5 percent when you close 


GUARANTEED HOUSING LOANS IN THE SOUTHWEST 3053 


out, with the idea when he sells it he will take up his 5 percent. Of 
course, if he had to take 5 percent—that would be 5 from me and 1 
from the veteran. That means he would get 6 percent of 94. We 
hope to have a better market than that after the 1st of the year, but 
we don’t know. It is just optimism. Mortgage bankers say they 
expect to sell loans at a better rate. We don’t know. They are just 
taking our 5 percent, 5 pere ent now out of the houses I am buil lin og. 
I have 50 going now. They take too much of acut. We are not mak- 
ing anything in the price range of these 50 houses at 10-3. 

Mr. Mrapows. What price range have you in the 50 houses? 

Mr. Surv. $10,300 to $10,800. 

Mr. Mranows. Is there any par activity at all by the building and 
loan or saving and loan associations in the city ? 

Mr. Smirn. None whatever. Now, savings and loans was one of the 
main sources when it did get so bad in Dallas. Savings and loan did 
come through, and actually I am operating on a 214 percent basis from 
a savings and loan on these 50 I am building right at present. 

Mr. Mrapows. Do they call that an appraisal inspection fee ? 

Mr. Smirn. No, they make a construction loan so it is strictly a 
legal operation there. 

Mr. Tracur. Do you build both under VA and FHA? 

Mr. Smiru. Yes, sir. 

Mr. Tracur. What do you find—— 

Mr. Smrrn. I find the VA market 1 percent better than FHA 
Dallas. 

Mr. Teacur. How do you find the two ap praisal systems ? 

Mr. Smirn. The two appraisal systems in Dallas are good. Of 
course, right now I operate out of Fort Worth. I am in Arlington, 
Tex. My fee eer is from Fort Worth. 

Mr. Treacur. Do you find the appraisals about the same? 

Mr. Smirn. You mean dollarwise ? 

Mr. Tracur. Yes. 

Mr. Smirn. No. I find Fort Worth to be lower than the Dallas 
appraisers. The fee appraisers out of Fort Worth are more conserva- 
tive than they are in Dallas. 

Mr. Tracur. What about the paperwork as far as VA and FHA? 

Mr. Smiru. The paperwork is about the same. Going back to Mr. 
Dickson’s testimony, FHA land planning is located in Dallas, and 
we use the FHA land plan to a great extent and then present it—we 
use it both ways—we get FHA approval and usually the Veterans’ 
Administration goes along with the approval we have from Veterans’ 
Housing, so it works, There is no great delay. We can get an account 
through from approximately the time we present it, on 50 houses about 
6 weeks. 

Mr. Treacur. That is about the same with VA and FHA ? 

Mr. Smiru. Yes. Our FHA—I beg your pardon—FHA is seem- 
ingly right now suffering for business, and we can get it through in 
2 weeks, that is a commitment on FHA in 2 weeks. ‘That is after you 
work it up, work up your subdivision, of course. 

Mr. Meapvows. Mr. Smith, does the Dallas Association of Home 
Builders take an active interest, and do they maintain a complaint 
section and try to give assistance on complaints of shoddy con- 
struction ¢ 
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Mr. SmiruH. The Dallas Home Builders do not have a committee as 
such in the Home Builders Association, but we have been educating 
and we have attempted to drive home to all our members that these 
things have to be taken care of, and the boys that are members, that 
are building VA houses and FHA houses, you will find by far the 
great percentage heads off these « omplaints before they ever get into 
FHA or VA. They go do it. 

Mr. Mrapows. Do you know whether there is much use being made 
by the Dallas Home Builders of the warranty recommended by the 
National Association of Home Builders, or some variation of it? ; 

Mr. Sarru. Not much. I was one of the first ones to start using 
the warranty and I quit it after 1 yea 

Mr. Mreapows. Why did you quit! 

Mr. Smrru. It brought on a rash of—it seemed like I gave them 
omething there; maybe I presented it wrong the complaints that 


came in were not warranted complaints. If there was a screw had 
to be turned they would call us instead of turning it themselves. That 
was one th ing it wasn’t intended to do. | mean, the house is good but 
it is going to have wear and tear, and we expect the customer to do 
ome t ngs. Bute mplaints that come, that are genuine complaints, 
omething to do with construction. speaking for myself and my opera- 
tion, we go down and fix it as quickly as possible so they won’t have 
the feeling that does build up when you won’t do something for 
them. I was talking it over with the board of directors of the Home 
Builders Scaetatinn. We discussed it around the table, and the 
majority of them—we all have the same thing: “Get them off. Don’t 


let it get into VA and FHA. Do that and satisfy them.” Of course, 
that 20th person or that 50th person, you know they are not going to 
be satisfied. He comes in there with the idea you have cheated him 
unyway, and you are never going to satisfy him. You have to dis- 
- t him and satisfy the other large percent. 

. Teacur. Mr tmniths as a builder would you have any suggestion 
tor i iunging the law ? 

Mr. Smirn. Well, I operated all through since the discounts, up 
and down—I have just about averaged 214 percent ever since it has 
been in operation, even on the par market. Maybe that is the reason 
I get 21% percent now. I don’t know. Of course, some of the boys 
are paying higher on projects. I am trying to place 150 houses right 
now that I have not been able to place as yet. 

Mr. Tracur. Has your association made any attempt to go into the 
east to secure additional financing? 

Mr. Smirn. The association does not many any—that is up to you. 

Mr. Tracur. Up to you as an individual ? 

Mr. Smrrn. As an indivdual; the association does not. 

Mr. Epmonpson. Mr. Smith, do you find the GI demand for the 
houses you are building is pretty constant ? 

Mr. Smirn. Yes, sir. We can go back—I will say in Dallas and in 
Fort Worth the demand is up and steady. Now, all the Dallas build- 
ers came to Arlington. I would say 2,000 homes have been built in 
Arlington since the General Motors plant was planned, and 95 percent 
of them have been built by Dallas builders, though it is Fort Forth 
builders’ territory. Fort Worth builders have in some respects pulled 
out of the GI market. I am sure they have their own reasons for that, 
but the Dallas builders didn’t. But they were built under what we 
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call conservative appre Lisals where you can make some money, and the 
mazieed in Arlington has softened, no doubt about it, somewhat. If 
you have the house with the design and you aive them enough for their 
money there is still buying. I have these 50 houses. With 19 started 
we have 14 sales. 

Mr. Tracur. Mr. Loupot, do you have anything you would like to 
add ? 

Mr. Louror. Not especially, Mr. Teague, except I might just say 
a few words, that I am a small individual builder, I am not in the 
range I don’t build the frame houses. I have been building them 
from 13 to $17,000. Well, in that range, it is just impossible to get a 
GI loan. I have had a worl l of : app ylications come to me, they would 
like to buy my houses, GI’s come to me; aang: I say, “I can’t get you 
a GI loan.” That is impossible. it seems like, when you get over 
$12,000, that the individual—maybe wien proje ‘t builder might be able 
to get a loan, but the individual cannot. Since I have been building, 
for the last several years, I have not even built 1 frame house, have 
been building all brick—the last several years they run from 13 to 
$17,000. I SF to make $1,000 on my property. Well, I could not 
even get a GI loan and make $1,000, and so I jus Laas a out of the 
market, Jcint even try. I have had a lot of GI’s, they say, “We want 
to have—” the boys can pay for a better home than a ee house. 
They want a brick house. I have lots of people come to me and they 

y, “We like your houses fine. We don’t want to buy a project house. 
We have a salary that we can afford a little bit more.” But getting 
uppraisals—we cannot get appraisals. In other words, I have a couple 
of houses—I have not even tried one in the last year but Parr that— 
they even appraised it less than the cost for me to build. I mean, the 
VA, and it just seems like—and to try to make $1,000 ona 3 3 to $17,000 
is awfully low. That is why—I have lots of demands for my houses 
but I jus st could not make them. Now, paying this percentage of 5 per- 
cent it is impossible. We could not even get a loan company to handle 
an individual loan. The loan companies will handle project loans 
but when we go for an individual loan they would not do it. 

Mr. Meapows. You didn’t have any individuals come and tell you 
they could negotiate oes own loan through savings and loans? 

Mr. Lovror. No, si 

Mr. Meapows. Not even occasionally ? 

Mr. Lovror. That’s right. I say, “Okay, you find an individual 
loan.” Now, I know of one case, he was working for the Govern- 
ment and he was able to gel an individual loan. 

Mr. Mrapows. But then, even if he got a loan, you could not get 
an appraisal sufficient to ¢ rol the deal ? 

Mr. Lovror. That’s right. 

Mr. Teague. Was that an isolated case of appraising it at what it 
cost to build or is that common ? 

Mr. Lovuror. That was common in my case. I didn’t send this 
through because I found out when you get over $13,000 or over $12,- 
000 you might just as well—the appraisers will hold it down. Here’s 
my opinion, and talking to some of the lenders, they didn’t want a 
GI to buy at over $12,000. They were trying to keep him down, 
instead of buying, you might say—if an individual built the house, 
they were trying to keep him from buying the more expensive house. 
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But lots of the boys said, “We are making 7 or 6 or 8 hundred dollars, 
you know, making a good salary, and we would like to buy those.” 
When they come down and appr iise it where I could not make a thing 


or even less—I had a couple of ap Ps Lisals for less than it cost me to 
build, we pulled out altowethe r. I think if something was done to 
help the small builders. where he builds individual houses—now, the 
small builder, it costs more money to build per square foot than 


it would a project builder, but I think there is a demand by GI’s 
for straight houses, whereby the individual builder can producer 
individual houses and where the GI, where he would like to have it, 
can pay more money. 

Mr. Teacur. Did your FHA appraisal come out all right on those 
houses ? 

Ir. Lovpor. Well, they were a whole lot better. I have been able 
always to come out pretty good with the FHA without any trouble. 
I have had one appraiser in the home oT IT had one of the best 
houses in the home show in Dallas. In fact, the FHA appraisal 
was within a few dollars of what I had it for sale for. 

Mr. Meapows. Did you submit it to VA? 

Mr. Lovror. No, we could not find anyone to handle VA. 

Mr. SMITH. That brings up a little story on that. The mortgage 
companies of Dallas have always held to the 12-5 limit on the loans, 
pretty well all of them, because of the 60 percent guaranty, other- 
wise $7,500 guaranty will cover a $12,000 loan. That is all they 
would go. Actually, my contract with them in writing up future 
commitments, they lend to me to the 12-5. Now, I want to say 
in due respect to Mr. Loupot—and there is many a builder in his 


classification, all right-—-we have been taught to build in a mortgage 
pattern. That sometimes I don’t think is right. I think a person 
should come out and buy what he wants to instead of fixing a price, 
otherwise, FHA and VA have to dictate to you. Of course, they are 


right to tell you what price or about, but there is too much dictating 
of the mortgage pattern. They want to own a $8,000 or $9,000 house, 
but the price limit—we have not been getting individual houses from 
the veterans. 

Mr. Evmonpson. There has been talk of the possibility that the 
President’s Advisory Commitee will recommend correlation of the VA 
and FHA inspection and appraisal services. Would you care to com- 
ment on that? 

Mr. Smirn. Yes, I would like to say personally. FHA has been in 
the business longer. Their men are educated along that line, to run the 
inspection and Lee part, and leave the rest with VA, the mort- 


gage part and rest of it with VA. They do have an overlapping. 
There is a doubling up, a you have got two expenses, that you could 
put in, pass tothe consumer. There is the expense of $3 for this and 


$4 for that, brokerage, and his expense for lumber or land—— 

Mr. Tracur. Do you feel the same way, Mr. Loupot ? 

Mr. Lovpot. Yes, sir. 

Mr. Tracur. Do you recommend any change in the law, Mr. Loupot ? 

Mr. Lovpor. I don’t know. Evidently there ought to be some way 
to help a man in my position as a small builder. The only thing, if 
they could see the evaluation and give a small builder an appraisal 
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where he could sell to GI’s, Like Mr. Smith, I agree there is lots of 
difference in the cost of building a project and building an individual 
house, but there is not that difference in appraisals. That is a stum- 
bling block for the individual house. If there was some way where 
they give the individual an appraisal of what it costs the indiv idual 
builder—they have been dealing in projects and handling projects and 
have been overlooking the small builders. 

Mr. Epmonpson. Has either of you gentlemen built any houses in the 
rural areas / 

Mr. Smiru. No. Dallas and Tarrant are not eligible under the loan 
program. 

Mr. EpMonpson. Have you, Mr. Loupot? 

Mr. Loupor. No. 

Mr. Smiru. One more thing, gentlemen: FHA and Veterans’ speci- 
fications—they have appraised houses on a project basis. Now, we 
buy more or less in wholesale lots, have our own crews—that has been 
their appraisal system. There has been a lot of discussion about giv- 
ing extras, custom-built homes, where we put in things that makes it 
more valuable, but there has not been any system under the veterans 
or FHA that we have found. 

Mr. Teacur. We have had that same complaint pretty nearly every- 
where. 

Mr. Meapows. Mr. Pettit and Mr. Flynn. 

Mr. Tracue. Are all three of you gentlemen sitting together? 

Mr. Perrir. We are sitting together. 

Mr. Tracur. Would you like to testify together ? 

Mr. Pertir. Yes, sir. 

Mr. Tracur. Would you give your full name and address—and I 
understand some of you are builders and some lenders? 

Mr. Perrrr. Two builders and one lender. 

Mr. Tracur. Put the builder in the middle and we will talk a little 
while. 


STATEMENTS OF WORTH PETTI, LENDER, BROWNSVILLE, TEX.; 
FRED L. FLYNN, LENDER, HARLINGEN, TEX. ; AND JAMES SUTTLE, 
BUILDER, McALLEN, TEX. 


Mr. Fiynn. My name is Fred L. Flynn, Harlingen, Tex.; president 
of Flynn Investment Co. 

Mr. Surrir. James Suttle, building contractor; McAllen. 

Mr. Perrrr. Worth Pettit, executive vice president, Brownsville 
Savings & Loan Association, Brownsville. 

Mr. Teacuer. Do either of you have a prepared statement? 

Mr. Fiynn. I do not. 

Mr. Pertrr. I do not. 

Mr. Tracur. Suppose, Jim, we start with you. Tell us the story of 
the builders in the valley. 

Mr. Surrix. With regards to the discounts in the valley, due to the 
fact that we are in a frontier area and an area that is controlled more 
by our economic conditions than the metropolitan areas, there have 
been some periods of time when we have not been able to obtain GI 
loans at any price because they have not been available. Now, that 
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period in which we were not able to get them at all was a limited period 
of perhaps 90 or 120 days. Prior to that in the past, well, for 16 or 18 
months, we were able to get them, but, at a pretty substantial discount, 
5 to 6 percent. There has been an improvement in the market in the 
last 30 days, and as the other gentleman stated there is some optimism 
that it will improve. I am not too familiar with building conditions 
in the valley as a whole; and that is a problem that we have not only 
in the San Antonio office of the VA and FHA, but other situations, 
too, if we look at the valley in general, when, actually, you have 
ae thirds major towns in the valley and where the majority of 
the building is—and I would like to add, not by way of correction 
but by way of addition to something that Mr. Wilkerson said with 
regards to foreclosures, they have been concentrated, I believe, more 
in 1 or 2 towns than they have aed in the valley in general, that 
being Brownsville and possibly Harlingen—I am not speaking of 
Laredo; I am not familiar with their condition at all. I think, per- 
haps, of course, the economic condition down there due to the drought 
and then our freeze and the sudden leaving of 2 major industries in 
Brow nsville has contributed to that. In McAllen we still have an 
ample demand for good GI poe s. To illustrate that point, my dad 
and myself, who are in business in McAllen, have recently had 16 
plans approved with the an tic ipation of building them immediately 
in McAllen. We are only in the foundation stage with those houses 
and 12 or 13 of the 16 are sold. As I say, we are having to pay a 
pretty substantial discount for our iy. 

Mr. Tracur. What do you mean, Jim, by “substantial”? You mean 
5 or 6 percent ? : 

Mr. Surtte. We are paying 6 at the present time. 

Mr. Tracur. What price range is most of your building? 

Mr. Surrie. Most of it nine to eleven thousand, 2 or 3 bedrooms. 

Mr. Meapows. Do you mind telling us, Mr. Suttle, about what 
downpayments you require from veterans gene rally 2 

Mr. Surrie. At the present time none. For the past 18 months or 
2 years, 5 and 6 percent, and in our area that retards our demand in 
construction—not demand but construction—tremendous sly. Last year 
I think we built approximately 20 houses, all requiring the 5-percent 
2 npayment. Some of these boys that we are selling houses to now 

vith nothing down have been trying to buy houses as long as 2 years 
and didn’t have the accumulated downp: 1yment. 

Mr. Tracur. Have you built any homes under a direct loan 
program ¢ 

Mr. Surrie. No, sir 

Mr. Mrapows. Can you give us an idea in the valley—not speaking 
of Laredo but your part of the valley—about the scope of project con- 
struction that is going on down there now? Do you know enough 
about enero wn ue idea ? f - 

Mr. Surrixz. I am not too familiar with Mr. Pettit’s district in 
Bigwhay ‘Ile or with Harlingen. Ours is the only project in McAllen. 
We have a subdivision on which we anticipate building 72 homes. I 
don’t believe, though, there are any others at the present time. Are 
there in Harlingen, Mr. Brown ? 

Mr. Brown. No. 

Mr. Sutrie. Mr. Brown is from Harlingen. 
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Mr. Brown. I guess we figured one project of 25 and another of 25, 
but it has retarded to the point that we are not going to ask anymore. 
Mr. Teague. All right, sir. Mr. Flynn, how about you telling us 
your story ¢ 
Mr. Mrapows. Mr. Flynn, here is what we want you to do—you are 
a mortgage broker, are you not ¢ 

Mr. Ftynn. Yes; make and sell mortgages. 

Mr. Meavows. We would like to hear from you, if you could without 
getting into your business affairs more than we have to, as to what 
reaction you get from both ends of this transaction. Tell us at least 
what type of people you p lace mortgages for, who you dispose of mort- 
gages to, and what sort of reaction you get. What are they telling you 
about their attitudes at the present time ? 

Mr. Fiynn. We sell to 10 insurance companies—2 in New York and 
1 in Connecticut, a couple in Indiana, and around. Our market—our 
outlet for loans has been ve ry restricted especially in the last 1° 2 months. 
We have been operating under difficulty in the last 18 months due 
probably to 2 things; first, the slump in Government bond prices which 
reflected the level of rising interest rates, and then more recently dur- 
ing 1953 our area has been the victim of a terrific drought. 

Actually, we were not interested in making any more loans than we 
had to because we never knew when it was going to rain. But here in 
the last couple or 3 months we have had more encouraging reports, 
and mostly in the report stage. Say 60 days ago or maybe up until 90 
days ago we had practical ly no demand. If we did offer our GI loan 
at 90, the chances were we would find a market that would resist. anv- 
thing; but in the last 60 or 90 days we have found some interest, nib- 
bles from possible purchasers. I would say that 60 days ago, dis- 
we we would have had to pay on a 4-percent loan, even on a 

»-percent loan, that would be aotiebtr 714 percent, making a 9214 
eee market. At the present time—this is based on what we call 
the Fanny May purchase contract, on that 1-for-1 deal—I had a man 
call me up from Jersey City day before yesterday, offering us on a 
basis of 9414. In other words, we would have to pay a discount of 
514 points, ‘and of course it costs 1 point to put it on the books; so we 
would have a net discount to absorb of around 614 percent. 

Mr. Meapows. Do these insurance companies out of the East, do 
they prescribe a series of selective regulations, you might call them, 
on loans they purchase from you ? 

Mr. Frynn. Yes; most of them require a cash downpayment on 
the loan. Some of them ask for a 10-percent downpayme nt, minimum 
of 10 percent; some will accept loans on a minimum of 5 percent. We 
have no connection with an insurance company at the present time 
that will handle 100-percent GI loans. 

Mr. Mzapows. Do they also, some of them, prescribe a price range ? 

Mr. Frynn. Some of them prescribe a price range, and more par- 
ticularly the number of bedrooms, 

Mr. Tracur. Getting into the thing you heard discussed by the 
gentlman just before you about seeming to wish to restrict the veteran 
to a certain price category—— 

Mr. Fiynn. No; we have not had that. I don’t know whether he 
meant that the Veterans’ Administration is trying to hold the veteran 
down, or the investment market is trying to hold him down. We have 
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had very little of that, if any. I would not say we have had anything 
as such. Now, they would like for a man to be able to have sufficient 
incon » service th e loan, but if there is income to service the loan 
they follow it right up. a ; 

Mr. Tracur. Do these a rs accept oo Veterans’ Administration 
credit clearance on the veteran or do they have a separate—do they 
also £0 into the credit of the cabernet? 

Mr. Frynn. Well, there © fixed rule on it. If they have any 
reason they feel like they should have additional information, they 


TK 


Mr. Fiynn. The general rule is they accept the credit report that is 


usec ] ol ectio with tl] lo: n pplication. 

Mr. Mrapows. That is the Veterans’ Administration clearance on 
ere i +7 

Mr. Fiynn. Yes; that’s correct. 

Mr. Mreapows. The restrictions that these people have are mostly 

ri 41 ea] ] 3 

on square Ttootage and the s »¢ rhe house 

Mr. Frynn. And the siz ‘the house, square footage, number of 


bedroom 

Mr. Mrapows. Do they so 
will buy and others they won't ? 

Mr. Fiynn. That is true 

Mr. Mreapows. Do any of these companies—have they ever exhibited 
an interest in $4.500 houses or $5,000 houses for Negroes ? 

Mr. Frynn. No, sir 

Mr. Meapows. Or other minority groups? 

Ir. Ftynn. No, sir. I finda loan like that hard to give away. 

Mr. Mrapnows. Has this 1-fo1 | pla n, devised early in the year, actu- 
ally offered any practical relief " disposing of these 4-percent loans ? 

Mr. Frynn. Not so much in our area. Of course, we are right 
dow nati the end of th »rTro d An investor wil] come down from Bos- 
ton or New York ana vet as far as Houston, Dallas, and San Antonio, 
and _— he has covered Texas. If we offered him 50 cents on the 
doll we could not get him in the Rio Grande Valley, although 
our i might hs ave equi il merit with any loan he would find in Seat- 
tle or Tampa or anywhere else. But we operate under difficulties 
from our area in inducing in vestors to come in our territory. The 
difficulty is not as great now as it has been in the past. But we are 
still at a disadvantage. 

Mr. Meavows. Do any of these companies you represent take mort- 
wages on existing properties? 

Mr. Frynn. Yes: they take them on their merits. 

Mr. Mrapvows. There is some sort of system of selection ? 

Mr. Frynn. Yes. 

Mr. Mrapows. But they don’t, as such, bar mortgages on existing 
properties or restrict their investments to new properties ? 

Mr. Fiynn. Not necessarily; no. 

Mr. Epmonpson. I would like to ask Mr. Flynn if he knows, either 
through his own firm or any other firm in the same line in that area, 
whether any loans are being made for construction of houses on the 
farm or in the rural areas? 

Mr. Frynn. There is comparatively little of that under the GI 
program. We are partial to what we call suburban loans, and nearly 


»yrescribe the areas in which they 
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everything in the valley would be a suburban loan because we have so 
many towns in the area and they are so close together that it is easy 
to accept any location as a suburban classification. We are partial to 
suburban loans because our area is of such type the people like to get 
away from downtown, urban, residential areas, and get out where 
they have 1 or 2 or 5 acres of land, or even more. We handle many 
of those and like it. 

Mr. Epmonpson. I know the Texas land there is good, but 1 to 5 
acres would a support a family? 

Mr. Frynn. Oh, no. Most of those homes would be occupied by 
hedeanaaieal or professional men who have their source of income in 
town. 

Mr. EpmMonpson. I was speaking more of farm loans, homes on the 
farm. 

Mr. Ftynn. No Veterans’ Administration loans that I know of are 
being made on farms. 

Mr. Tracue. Would you suggest any changes in the law or changes 
in the VA Regulations to improve our program ¢ 

Mr. Fiynn. One change I have heard discussed a great deal, that 
I think would have merit, would be through some pattern to consoli- 
date the inspections and appraisals of the Veterans’ Administration 
and Federal Housing Administration. I don’t want to lose what 
friendship I have with both of those organizations but, speaking 
purely se our angle and from the angle of the builders, I think 
that would be a step in advance. A young man getting a Federal 
Administr: stide loan or FHA loan is getting the land primarily be- 

cause he does not have very much cash to put down, and any dollar 

you can save him in the working out of his loan program would be 
material, He doesn’t know whether his loan will actually go FHA 
or GI, and if he has to chip in on one and then on the other it 
makes it rather burdensome to him. 

Mr. Tracur. That is being considered, and as Congressman Ed- 
mondson said—I think it will be a recommendation of the present 
committee. 

Mr. Fiynn. I think both FHA and Veterans’ Administration are 
doing an exe cellent job on their appraisals. I would like to put that 
word in from our experience. And if I might digress a little farther, 
you have heard of various discounts quoted here, even as much as 10 
percent. In our area, I think the Veterans’ Administration follows a 
more realistic program than that and a builder just can’t take a 10 
percent discount and build under the appraisals they get, and I think 
the appraisals are right. I don’t think any appraiser could give a 
figure that would warrant a 10 percent discount unless he stretched his 
conscience or stretched the facts. I believe the appraisals in this area 
are realistic and such as make it impossible for a man to accept 10 
percent or close to it and stay in the market. 

Mr. Tracur. Mr. Flynn, would you comment on the interest rate? 

Mr. Fixynn. The 414 percent rate? 

Mr. Tracur. Yes, sir. 

Mr. Fiynn. Well, you probably know better than I that about 
a year ago when we ‘had the 4 percent, we figured that a 414-percent 
rate would take care of everything, but the interest structure was 
being changed rapidly during ‘those times. An interest rate at a cer- 
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tain figure today would be obsolete day after tomorrow, and by the 
time that the Government got around to the 414 rate of interest, the 
level had been raised higher still. Some of our companies that we 
sell loans to seem to think we get great pleasure in circular announce- 

ments they send out to the effect that they have participated 1 in a $1 
million or $2 million—in an issue bearing them 5.10 percent. I had 
one yesterday from New York Life, for ex: imple, they were partici- 
pating in an issue that would bear them 4.75. That is a ——— 
issue, we will say, with practically no administrative costs, where 

if they make a GI loan at 414, and they pay a half for servicing, sad 
their home office charge is close to three-quarters, there is still a tre- 

mendous difference between those interest levels of bonds and deben- 
tures and GI loans at 414 as at the present time. And we have no 
outlet whatever for 414 percent GI loans at par. We have one con- 
nection that will give us 99 under certain conditions which are most 
difficult to meet. For the most part, we do not recommend an outlet 
at 97 or even 96. 

Mr. Tracur. We had a request up in Oklahoma that the limit on the 
interest rate be taken off and let it find its own level. What do you 
think would happen ¢ 

Mr. Fiynn. I don’t think the interest rate could go up very much 
at the present time because the trend, I think, at the present time is 
downward. 

Mr. Treacur. Under discount practices—— 

Mr. Fiynn. Discount practices—this is an expression of opinion— 
discounts are reduced at the present time—I mean the composite 
ice, market price on GI loans is advanced, where it would have 
oe difficult, indeed, to have sold a certain GI loan, maybe at 9214 
3 or 4 months ago, you can interest an investor around 941% at the 
present time. It is freely predicted that after the 1st of the year a 
number of investors will be more active in the market, and I have 
heard this frankly admitted by the loan officers of the insurance 
companies with whom we do business, that they are buying all the 
distress GI offerings that they can get at such prices as they can get, 
ranging from 95 down to 90. But gr: dually those distress blocks 
of loans are being withdrawn from the market, and when they are, 
then the market will, I have reason to believe, reach a level that will 
be more realistic than the present market condition. You remember 
when the 314 percent Government bond issue came out, it started 
barely at par, then dropped down to 99. Now it is above 104, which 
would indicate a 5-percent advance in the price. And 214 percent 
bonds have come up from 89 to 95. And so the present trend un- 
doubtedly is toward softer interest rates and higher levels for the 
market. 

Mr. Meapows. Thank you, sir. 

Mr. Tracur. All right, Mr. Pettit. 

Mr. Pertir. Well, I would like to go back to Mr. F lynn just a min- 
ute and say I agree with him on the VA appraisals. I see no place 
in the valley where a man could take a 10 percent discount and at least 
break even, and the appraisals are ver y definitely normal. We operate 
quite a bit differently from Mr. Flynn, in that we are a savings and 
loan association and we keep most of our loans. We don’t sell. We 
have sold and serviced a very few, sold some to Fanny May and some 
to a light company. We have been very active in the market. We 
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have never left it. Right now I would say that 50 percent of our 
loans are being made to GI’s. Now, they are being made through 
project builders. We don’t get many applications from individuals. 

The market has softened, I would say, in the past 12 months. It 
has definitely softened, probably 50 percent of what it was 12 months 
ago. : ’ 

We just finished approximately a 50-house project by 2 builders in 
Brownsville, and 1 of them has i left. He has had it on the market, 
I guess 6 or 7 months. The other 1 was sold out, and we are going 
to start 12 more. But it is slowing down definitely from their own 
standpoint, because they can see the market has softened, so they are 
not going to start to build any more. 

We have made a few suburban properties, nothing definitely as far 
as the farm is concerned. We don’t get that sort of application for 
some reason. I don’t know. We haven't encouraged or discouraged 
it, but we just don’t get it. 

Mr. Meapows. What sort of ground rules, in the way of price range, 
square footage, down payment, and that sort of thing are required. 

Mr. Perrir. Well, we don’t—at the present time we are not requir- 
ing them to pay anything down. Closing cost is what they pay for a 
maximum of 25 years. We like to see the housing a minimum of 750 
square feet. 

As brought up awhile ago about the low-cost housing, we took on a 
project a couple of years ago when the title I, section A program of the 
FHA came in, and we committed on 50 houses. Most of those houses 
were sold eventually to the veterans under the veterans program. We 
didn’t find it successful from the standpoint of the type of individual 
that bought it had no pride of property, ownership, so to speak. We 
had some trouble with 1 or 2 of the boys, and 1 of them was a delin- 
quent who was chronic and who was 4 or 5 or 6 months delinquent, and 
he stirred up a little trouble in the neighborhood. And Mr. Wilker- 
son and I finally straightened it out, and the builder went back in 
there and fixed it. They complained because it had no subfloor, and 
under the title I, section A program subfloors were deleted. We have 
found you can drive through that area now and they have no pride 
of ownership. 

Of course, we have in Brownsville—Brownsville is different from 
Harlingen. I guess Brownsville must be at least 80 percent Latin, 
and we get a big clean-up job—we have that clean-up job todo. Some 
of them take very great pride in their home and others don't. 

Now, our delinquencies on our GI loans have been very low. We 
have had to actually foreclose one in our own portfolio and Fanny 
May has foreclosed one. 

Like I say, during the last 18 months our average of our loans has 
been at least 25 percent to the GI. That is a pretty low ratio in fore- 
closures. Now, our delinquent will run in that total maybe 5 or 6, 1 
month to2 months. Weare always able to work it out. 

Mr. Tracur. So far as the future is concerned, do you expect, as best 
you can tell now, to stay in the GI market in about this same ratio? 

Mr. Pertir. Yes, sir. I see no reason to change. I like the GI 
loan so far as my own portfolio is concerned. I look at it as secondary 
liquidity, so to speak, from your home-loan-bank area. They like it. 
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We like it. The guaranty is good. We have had no difficulty with 
the ones we have had to foreclose, in getting our guaranty. 

Mr. Tracue. Do you care to express an opinion as to the effect of the 
VA inspection system ‘ Do you fee] that their inspection system 1s 
going to protect you as an investor? Is it adequate? 

Mr. Pertir. I feel that the inspection program is adequate. I am 
like Mr. Flynn and Mr. Suttle and the rest of them, that we do have 
a duplication. When a builder goes out and builds housing units 
from FHA and has a CR from the Veterans’ Administration, he has 
two different bodies to work with and there is a definite cost increase. 

Mr. Tracur. Can you comment on the differences involved in closing 
loans with the actual documents under FHA and VA? 

Mr. Perrir. I would say it is about the same as far as we are con- 
cerned, there is no difference. There is more to it than closing con- 
ventional loans, but from FHA to VA I see no difference. Do you, 
Fred ? 

Mr. Frynn. We watch it, the closing of a VA loan more closely 

han we do FHA. There are regulations affecting VA loans that do 
noi apply to those others. 

Mr. Perrir. That is true. We try to watch them all. 

Mr. Epmonpson. I have one question I would be pleased to have an 
answer on from either of you gentlemen, Can you suggest some way 
we can stimulate or increase the guaranteed-loan program on the farms 
and in the rural areas? Has anyone an idea how to get away from 
the direct-loan idea, if possible / 

Mr. Sutrie. I have not seen any FHA men here so I will limit these 
remarks to FHA. Federal Housing Administration does not figure 
that property is worth anything until you get within 150 yards of the 
city limits, and I think they are passing up a great many opportunities 
to render and widen their service and render a greater service, if they 
would take most any Joan submitted on its merits rather than how far 
it is from the courthouse or a downtown main street intersection. 
That would apply particularly to our area. Whether it would apply 
to other areas in the country I don’t know. But the Federal Housing 
Administration has very largely restricted its operations to close-in 
locations. 

Mr. Epmonpson. Has VA adopted any such policy that you know of ? 

Mr. Surrite. Not to the extent that FHA has, I will say that. 

Mr. Perrrr. The trouble I see in our area is the acreage price of land, 
selling price of land is too high. You could not conscientiously go 
out and appraise it for the price they are asking, $1,000 or $1,500 an 
acre for citrus land with small trees on it, $500 to $600 an acre for bare 
land. Asan appraiser, I can’t see that price and I don’t think the VA 
can see it. And I think that would be a disturbing feature in our 
area unless you get border land, land that is on the downgrade. 

Mr. Epmonpson. What about under the State veterans program ? 

Mr. Perrir. They don’t do too well in the valley area. There was 
some acreage bought that I know of but not too much of it. 

Mr. Surriz. The main operation of the State program has been 
largely generated by speculators and developers who want to pick up 
land at a very low price and pass it on to a veteran at a much higher 
price, knowing he could not possibly make a living on the acreage 
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they sell him. That doesn’t bother them any if they can buy the 
land for $150 and sell it for $800, that is what they are interested in, 
and the rest of it is for the future as far as they are concerned. 

Mr. Perrir. Most of it that was bought was brushland, had not 
been cleared. 

Mr. Fiynn. If I may interrupt Mr, Pettit just a moment in regard 
to the price of land out ‘there—it is a known fact and I realize in many 
instances the price of land is excessively high, but by the same token, 
with fairly normal conditions, a little water in that river, the pro- 
ductivity of that land in that particular area exceeds in most in- 
stances the land in various parts of Texas, which may to some extent 
justify the higher price of land in that area 

With regards to these home loans I cannot—I would like to confer 
with some of the other gentlemen and see—it seems these discount 
practices have a definite effect on the loans being hard to get. There 
has been a tremendous amount of adverse publicity by word of mouth, 
and that has retarded demand. Now, we do have some loan money 
available, but they don’t believe I am actually going to succeed in 
getting them the loan. I think that has contributed to the drop in 
demand by the veterans. 

I do believe in this area there must be three things if we are to 
supply the demand of the veterans as it exists; that is, 100 percent 
loans, at least 25 years, and a house that is not only substantial but 
which has eye appeal, As another gentleman pointed out, we are 
in a buyer’s market. The demand does have some relation to the 
discount problem and there must be some solution. As to what solu- 
tion there is I am not in position to say. 

Mr, Tracur. All right, thank you very much. 

Mr. Meapows. Mr. Phillips, are there any other Austin builders 
with you or are you alone? 

Mr. Puuiurrs. I am alone. 


STATEMENT OF NASH PHILLIPS, BUILDER, AUSTIN, TEX. 


Mr. Treacur. Will you state your full name and address for the 
reporter ? 

Mr. Puiurs. Nash Phillips, 101114 Congress Avenue, Austin, Tex. 

Mr. Tracur. Mr. Phillips, do you represent an association or organ- 
ization of any kind ? 

Mr. Puitiirs. Yes, sir. I represent the firm of Nash Phillips & 
Copus Co., construction work, and on the veterans committee of the 
Austin Home Builders. 

Mr. Tracur. Have you a prepared statement ? 

Mr. Puitures. I have no prepared statement. 

Mr. Treacuer. Will you tell us what the situation is in that area as far 
as builders are concerned ? 

Mr. Putriies. Well, sir, in addition to ourselves I know of one other 
sizable project, 40 or 50 houses, now under construction. I was 
sitting rather far back in the 1 room and might repeat what has been 
said. One remark I did hear: we are cert: ‘inly in a buyer’s market. 
The product has to be more than just a house financed. 

Mr. Meapows. What sort of a discount play have you in Austin? 

Mr. Puuuirs. The discount in Austin is 5 percent. That has been 
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made firm in the last 30 to 60 days. You heard of a 5 percent mar- 
ket, but we actually did not transact at that 95 figure. 

Meapows. Austin has 3 or 4 savings and loans groups there, 
as I recall? 

Mr. Putiutps. Yes, sir. 

Mr. Meapows. Are they active in the GI market? 

Mr. Puitiips. Austin has three sizable savings and loans, ranging 
from 12 million and up. They are not active. With the exception 
of one there is no activity in the GI market. The one that is active 
is on the 1 for 1 buy-out deal. 

Mr. Mrapows. That seems a little different from the information 
we receive from many cities. You heard Mr. Pettit here from 

srownsville, and practically every savings and loan officer we have 

talked to describes the participation about like Mr. Pettit. Is there 
some explanation for the reluctance of those institutions in Austin to 
participate ? 

Mr. Puiurs. Well, sir, I think it is a reflection of the entire think- 
ing of the business people in Austin. Austin is a very conservative 
town. That is the only explanation I can give, other than the in- 
terest rate and the fact that there was a question, up until a while 
back about the legality of discounts; and since they are in a fairly 
active market and able to invest their funds, I feel personally that 
their attitude is, “Why bother with it?” 

Mr. Mrapvows. And you don’t detect or know personally of any 
possible change of attitude? Wou have not heard of any indication 
of that change? 

Mr. Pures. No, sir, not in the least. 

Mr. Meapows. But the money you build on comes strictly out of 
Austin, doesn’t it? 

Mr. Putiurrs. Comes strictly out of Austin? 

Mr. Meapows. Away from Austin, outside. 

Mr. Priurs. Yes, except on the Fanny May buy-out. In other 
words, the only way I would be able to operate—up to, oh, I would say 
90 days ago, I was just on the verge of closing down because the ware- 
housing participation of seve ral banks. It takes friends in this busi- 
ness, with the a and downs, and the only mortgage activity I had 
through Austin, as I mentioned previously, was with the one savings 
and loans on a limited buy-out. T think ~ took about $300,000 
worth of paper in that one, and they voiced a desire for perhaps 
another 100,000. 

Mr. Mrapows. Do these other savings and loan institutions in Austin 
participate in FHA mortgages 

Mr. Pures. Very little. 

Mr. Mrapows. Neither GI or FHA? 

Mr. Puiiurrs. Neither GI or FHA. 

Mr. Meapows. Is there a brisk conventional mortgage market in 
Austin? 

Mr. Pururs. Well, I would say that the savings and loan on a 
conventional basis are—from the court ep orts, the recordings, the 
deeds of trust, I would say that the savings and loan are 80 percent 
of Austin buying. 

Mr. Meapows. What is the going interest rate over there on the 


PLE ST 
conventional-—— 
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Mr. Puuuirs. The going interest rate on the savings and loan— 
they are endeavoring to pick up there and are successful at 514. Un- 
der the State law the y can go to a 80-percent loan. They feel like the 
proper thing is to dems ind the higher loan with the higher interest 

rate. 

Mr. Meapows. And a 20-percent downpayment ? 

Mr. Putuups. Yes, sir. 

Mr. Meapows. Then, I suppose with the situation as you describe 
it, there is practically no activity in existing properties, no GI loan 
activity ? 

Mr. Puttives. No GI loan activity in existing properties, correct, 
sir. 

Mr. Mrapows. Your company has certain brokerage activities, 
doesn’t it ? 

Mr. Puiurrs. Yes, sir. 

Mr. Meapvows. Besides new building? 

Mr. Puiitps. Yes, sir; we do. We have a general real-estate 
sales alone with the construction business. 

Mr. Meapows. And you don’t succeed in securing very many loans 
on existing properties ¢ 

Mr. Putiures. No, it is rather difficult. The great business in 
Austin is in assumptions, assuming of loans, as I say, from the savings 
and loan angle. 

Mr. Mrapows. Thank you. 

Mr. Tracur. Mr. Phillips, a year ago we were flooded with letters 
of complaint froin veterans. Today we are receiving none, have not 
had one in I don’t know when. Do you people offer any kind of 
warranty or voluntary guaranty with homes you build? 

Mr. Pururs. Complaints along the line of discrepancies in houses 
they have bought, sir ? 

Mr. Traaur. Yes. 

Mr. Puitires. No, we offer no warranty. I don’t think the war- 
ranty—I know the national association has gone on record for the 
warranty, and personally I think it is a mistake. I feel, whether 
we say so or not, we are guaranteeing these houses, and whether you 
want to say you are—I believe, if you do say you are, you are going 
to have a lot of more complaints, and J think it is better not to 
advertise that feature, and stay behind the home. Of course, in a 
lot of cases we find comp!aints that are not justified, and so forth, 
and if yo u published a warranty feature I feel that at any time— 
well. in fact, if a light globe went out I believe they would call you 
and point to as fact that went out a little sooner than it did in a 
house they were renting or something, just to give you an example. 

Mr. Treacur. Did you mention you were chairman of the veterans’ 
committee of the Austin Home Owners Association ? 

Mr. Puiuures. Veterans’ committee of the Austin Home Owners 
Association. 

Mr. Tracur. What is your activity there? What does your organi- 
zation do! 

Mr. Putiuses. Well, the purpose of that organization is liaison, 
coordination with the FHA aud VA in regard to our builder’s prob- 
lems, and so forth. Our association is not an old association. It is 
about 214- or 3-years old. This particular committee is just about 
1-year ol 1, has been in existence about 1 year. 
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Mr. Meavows. Do you operate a formal complaints committee in 


an attempt to deal with the complaints from veterans or FHA owners? 
Mr. Puturrs. No, sir; we do not. We have gotten up in open 
meeting and brought out the fact talked in general policies what 
the committee is for, savy « 5 Ol months, a the attitudes that 
e feel and I feel, as chairman of the committee, is correct. There 
lot of cussing of the VA and FHA, and here’s a coordinated 


method of going before thi » committe —before th » FHA and VA, 
having nothing personal. We would like to re Saioal i m with the 


overall story, so they push fo1 Vr appl oval rathe than every 
time somebody gets in trouble, going down. We ask that they come 
to us first and we would like to go to the FHA and VA and iron that 


for them, see if we could not help, so when they came in we could 
back and actually acquaint them with something they, perhaps, 
don’t know about it, and we could encourage better relations between 
the builders and the various—two agencies—no formal complaint 
committee. 

Mr. Meapows. All right, sir, thank you very much. 

Mr. 'TRaGueE. nateednithe e will adjour nat this time untila qué urter 
to 1 this afternoon. 

(Whereupon, an adjournment was taken at 11:45 a. m. until 12:45 


p. m.) 


out 


AFTERNOON SESSION 


Mr. Tracur. Mr. 


, will you take the stand ? 





STATEMENT OF ORAN W. SHERRILL, LENDER, GEORGETOWN, TEX. 


Mr. Tracur. Give your full name and address to the reporter, please. 

Mr. Suerritt. Oran W. Sherrill, country guy from Georgetown, 
Tex., Williamson County, central Texas; live in the country in the 
middle of everything, in the middle of 200 acres; have 6 tenant houses, 
have people from the city and never lost a tenant unless they built for 
themselves or moved to another city. 

Mr. Tracur. Mr. Sherrill, you were or are— 

Mr. Suerrity. I have been—3 years ago I was president of the Texas 
Real Estate Association, last year vice president of the National, and 
this year president of Texas Farm Brokers and the National Farm 
Brokers. And this matter is one thing close to my heart. I don’t 
think you people or anybody who has testified today has reached the 
meat and coconut, asI see it. If you want me tosay 

Mr. Treacur. Go right ahead, Mr. Sherrill. 

Mr. Suerrmu. In my experience of 38 years in the loan business— 
and for qualifications, we set up the emergency crop loans in 1932 in 
Texas, Arizona, and New Mexico, the 38 present credit associations 
covering Texas today, and for 34 years definitely in the loan business, 
real estate business, and finance. And we have to try sometimes when 
you can’t sell them or you can’t finance them—to go back, I would like 
to say “fr inkly we have never solicited a property to sell in 19 years. 
Our consideration is service to the customer and we never consider 
what is in it for the realtor as a brokerage business. We don’t hesi- 
tate to charge a standard brokerage, either. But we consider the serv- 
ice instead of self. 
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With that as a background, and in country banking 11 years, count, 
agent, my heart is in the country. When you have got home owner- 
ship in the city you have delive red part of America, but when you put 
it in the country you have something that can help feed America. 
You have something that later is divisible by your children and their 
children in the future, and with a 2 million increase in population 
annually—and that is going to continue to go on in a geometrica 
ratio, and we are going to have to call on all our chemistry and scie nee 
and agriculture and mechanisms to feed America by 1975, which is 
the estimated basis of our peak, and we then will be wondering how 
it can be done. We are going to be covered with some intermittent 


surpluses. We had our cattle slide last year. We had 176 percent of 


parity cattle. Cattle had to go down. Hoos were low. Hogs had to 
come up, and they ae come up in spite of everything and cattle went 
down. What made slide and keep sliding, we have no stocker or 


no speculator. emollient: we had nothing but the packer, roe we 


were staking it onto the packer, and cattle was going down, down, 
dov Nn. down, and the drought did as n uch in ‘Texas as the other con 
dition, which, if you will recognize the follow ing of any election or 
any war, you have got a year of depression, and we have had it. We 
| ive had newspaper pu iblicity of barren soil, of course, and the 
drought, t hat we was voing to the bow-wows. We have had leaders 
that have been pessimistic and helped try to drag on the depression 
when we had no basis for it, whatever. 

Now, I think when you get into the loans, we had 39 deals as of 
January; 26 of them required financing. Now, that is a very good 
basis, 2 out of 3 deals are made on finance. That finance, we went 
through 17 major companies to get the mon V. Most. of the major 
companies this last year have taking out, and that has taken out 
money out of the market. Your seller has now reached a stage that 
the water has washed out of the seller’s asking price or potential 
profits they probably should have had. 

And back to rural financing, FHA and VA, as your story has gone 
here this morning, your coffers are very meager in rural financing. 
Still, we have insurance companies that will make rural loans 60 
percent of conventional. We have made them right on through. We 
are making them every week. We are making them along those lines. 
But we have a raft of veterans who don’t like the idea of being cooped 
up on a 60-foot lot. I would say half of your veterans come from the 
rural areas, and they feel a sight more at home in the little country 
town where they are not crowded in these bigger cities, where they are 
getting so conjested that a country boy like me wants to get the hell 
out of there as quick as he can—excuse me, lady, but I am being frank. 
We have had people that want a rural atmosphere that are just as 
entitled to have a modern home in the country outside the city limits 
as any boy is row on row in anybody’ Ss overe rowded Cc ity. 

You take | 3 years ago we covered 50 real estate boards and 16,000 
miles in Texas. Here is Abilene and Amarillo, all your towns like 
that, the -v doubled their populations in the last 10 years. Finance has 
been plentiful there, meeting certain requirements. Outside the city 
they have not been making them, but they want to. : 

Now, you have got Congressmen who didn’t know there was a dis- 
creprancy or a discrimination between rural financing, GI, and the 
city. The city finance has 7,500 GI credits; the farm, 4,000. _ 
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The Texas veterans land program has gone over nicely in Texas. 
They are running on then 50 million block now. The first 25 million 
was take up. There was a desire for it. We have not heard of any 
foreclosures. We have paid for 98 out of that program through our 
office in central Texas, because it is the only place you could go that a 
veteran could put D percent down on a 7.500 loan: or if he had more 
he could add it to it and get 10,000 or up. We have taken up the 
lack in those little places. We are making GI financing. This week 
we had aj proval of 6 loans on a combination ranch of 800 acres, 
divided and syndicated, leased out for a 3-year program. Those boys 
are not having to put up anything in their first rental in advance—the 
cash money rental is paying oP their back 5 percent taxes and insur- 
ance and am sivas . Sothat » have financing that is working to 100 
recent, though they have gota 5 percent or iginal put in it, but they 
will take it back by the time the loan is closed. Now, we are doing 
a lot of syndicating : ilo? oO those lines. 3ut we know those lands. We 
l—in Mr. Scott Reed’s territory last year we went 
out with 10 veterans who needed used homes in Georgetown. We got 
seven of them th rough. One veteran kicked out and we switched an- 
other between the home and the veteran and made—I think we finally 
wound u pw ith 8 or 9 out of 10. But they don’t go to the country. 

I am saying that a veteran has more to live for on 5 acres, 10 acres, 


have reco mMmMenaer 


or 100 acres, with a cow, some chickens, some sheep, or various ways, 
and he is just as entitled to an airconditioned home out there, if he 
can pay for it, as he is in the city. I am speaking of a modern home. 
He don’t have to have it. Weare not asking you to set up that kind of 
financin o, but a roof cver their heads where they want to go rural, 
instead of cooping them up in the city. 

Mr. Merapows. Mr. os if Congress should pass this bill 
equalizing the amount of gua ity between residential pi ‘operty in the 
city and farm residences and iliesiis, what, in your opinion, would 
be the effect Ol Impact on the farm lenders? Would it have any 
substantial effect of making more money available ¢ 

Mr. Suerriwi. Let’s take it this way: you know this last year we 
have not made veterans loans period. Now, if they will make veterans 
loans that will certainly make veterans loans more possible for farm 
operation. 

Mr. Meapows. Do you think they would really take that into ac- 
count and cut the down paymel it on reasonable risks, or is it still 
going to be guarantys there and still be a 60 percent loan ? 

Mr. Suerrmy. My boy, who wasn’t under you, but who was in 
Patton’s Army, he paid $13,500 for his GI loan: At that time he had 
only $4,000 credit. I helped him $1,500 when he made his grade. He 
has made all payments. We have no de ‘linquenci ies in W illiamson 
County that I know of : along any of the farm lines. 

Mr. Teacue. Mr. Sherrill, in Texas, as a whole, our farm loans are 
in pretty good shape, aren’t they, because of FHA and our veterans 
program and our Federal land bank? 

Mr. Srerritt. Well, your Federal land bank has not been making 
loans. They have a few in east Texas, but we have been paying the 
Federal land bank off. You are supposed to make a 12.000 loan on the 
Farm Loan Administration—they are not making them. They may 
in some eastern counties, but they made 2 J know of in 3 or { years 


ee 


com 


GUARANTEED HOUSING LOANS IN THE SOUTHWEST 3071 


in Williamson County. Our appraisal is based on a 20-year-ago basis. 
It is not operative, let’s say. Now, they are serving a g good purpose in 
the drought area, they are serving lots of people. 

Mr. Tracur. Do you suggest any other change in the law except—— 

Mr. Suerrity. I suggest that, and I suggest, too—I am for free 
enterprise. In 1932 when they sent me to Washington. on the emer- 
gency crop lnonctal came out of a country bank—TI said, “If you will 
give us a revolving fund like intermediate credit, L will—if you will 
give us that fund allowable to the country banks, they will take care 
of the situation without any Gove nen operation or emergency 
and they won’t make bad loans and will carry their customers and 
their country through.” I still think the sooner we get back to free 
enterprise, and I think, too, I believe it is the Central National Mort- 
gage Corp. that are the revolving bank under the same plan—well, 
let’s say the principle as production credit. That goes back to the 
grassroots. It is operative back in my country and yours. When 
Congress has first allocated a backlog of money, as they put up $9 
million for Texas Production Credit, it is owned by the farmers 
themselves. Likewise, the homeowners can do the same thing with a 
5-percent margin, and they will accumulate their stock or let the 
stock out or go back in, and the Government gets all their eae out, 
and that money will be decentralized. It will take the Government 
out of business and it will carry the homeowners operation. It will 
be a central bank of discount or place to get money or to sell it. I 
think that is a proposition that you may have coming up. I am sure 
you have studied it, and as you look into it more and more I believe 
it is going back to the grassroots. I think we will have somewhere to 
go there. I think that will help solve some of your problems. I 
think the taking out of your FHA and GI loans—I think one ap- 
praisal—because God knows we have to wait long enough to get any 
of these things through, wait for the money on direct financing— 
it would not be used if you had other money available. If other 
money is available, water will seek its own level and there will be a 
quicker easement and they will not ask the Government for the money. 

You have got used homes in manv cities: you have got a veteran 
who bought a two-bedroom house. He has been a red-blooded Amer- 
ican, has got a family, 3 or 4 children today, and he needs a 3-bed- 
room house, a minimum. His place that he has is mortgaged, but 
if he can trade his equity in on a larger, 3-bedroom house, and then 
let them modernize this one, if it needs it, trim it up and put it in 
new condition for the other veteran or iene who does not re- 
quire but a 2-bedroom house. That is another thing that is going 
to solve a whole lot of that, and that is coming, and I think it will 
be in the program in another year. Finance say that they are going 
to do these things, that they will be making loans next year, but 
we have not seen it this year. We hope to God they do. It is needed. 

Now, take Mr. Wyatt—it was either in Austin or San Antonio, a 
meeting just like this, he had the city boys from all over the State 
and a few of us country boys. 

I turned to him and said, Mr. Wyatt, at Georgetown in William- 
son County, one of the leading agriculture counties of Texas with 
13 or 14 good community towns—no big cities—Austin is our biggest 
city—but five to ten thousand 
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He said, “Why, Mr. Sherrill —’’ 

I said, “There are no loans by your organization, FHA being 
made.” 

He said, “Mr. Sherrill, with all the money available I can’t under- 
stand that.” 

So he sent a committee to see us and checked around, and they 

changed their disposition, and they began to make an occasional 
loan in Georgetown and Taylor. They are making them in Bryan, 
I am sure. 
But sometimes you have got your crossroads town, you have got 
a bov out there farming, or he is in rural business of some kind. 
That veteran is just as entitled to have a good roof over his head 
as one in the city. 

Here’s another th ing: With homeownership you have no commun- 


ism. I think that is pretty definite. They are hitting your cities 
al your i cd istr! areas, A id we are getting si e same boys com- 
ine to ou cate. Aer tin nterior and to a higher altitude for doc- 
tor’ ders, or W hen they cet enough n oney to get out of the crowded, 
oastal area. and things like that, and they want to get away. And 
there nother ulterior truth, and many of them have been frank 
el to say.“I don’t know what might happen someday in bombing, 
b I | int to vet out of that area.” You h ive got th 5 thing right 
ow. It isin the papers every day now in Beaumont and that kind 
of area. That is no criticism of that. We have an industrial empire 
in the coastal area. It s oreat. They have got to have homes, but 


those bovs are going to have to be fed sooner or later and they have 
to be fed rurally. We are in rural America. This State is rural. 
My county is rural, and I am saying very frankly, Mr. Teague, my 
heart is outside the city limits. There is a great opportunity that has 
bee legie ‘ted. It is A safest ty pe of finan ing. It iS safer than 
most any loan in the city. They are talking about an occasional fore- 
closure or trouble making the lo van. There is a little more work in 
making our rural loans, but we in the country have to work for what 
we do. It don’t come on a gravy train. We would rather work be- 
cause we have done more good when we have created a homeowner- 
ship on 100 acres or 500 acres than in any 60-pe reent loan in the city. 

Mr. Meapows. Mr. Sherrill, as you know, the direct loan program is 
not available for farm real estate loans. 

Mr. Suerritt. No, but it should be. Where there is no other source, 
why should you discriminate? 

Mr. Mrapows. In other words, we have two differences now: The 
direct loan does not go to the farm real-estate loan, and there is a 
difference in the amounts of guaranty paid a city residential and a 
farmloan. You are in favor of equalizing both of them ? 

Mr. Suerriwzw. By far—if an ything, am farm loan more money, 
and you will have a safer loan still. California gives their veterans 
for city ownership §,500, farm ownership 15,000. That is more in 
line. If you take a $12,500 basis of GI financing—I am speaking of 
when you get it to a commercial basis, now—and some of the. fellows 
in the city say “Oh, you can’t make farm loans in the city.” They 
don’t know what it is all about. They are not m: king them. They 
are not even interested in them. They can’t see the rural for the 
skyscrapers. 
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Mr. Meapows. Do I detect in what you said before, Mr. Sherrill, a 
note of optimism / ; 

Mr. Suerriti. There seems to be an attitude, some of the lending 
ources are going to come bac k in. Some of the major comp* anies say 
they are coming in. Some of them are already in. There is more 
money available today than there has been. We are coming out of an 
indecision period, and this drought in Texas is bringing us back into 
action. In our little office last year we did training, to a great extent, 
and this year—all 3 vears I have given a third or half my time to this 
deal, besides other things—between them I have to try to make a liv- 
ing in the real-estate and finance business. But our purpose has 
been to serve Georgetown, Williamson County, Tex., or wherever my 
service is needed. 

Mr. Meavows. The 414 percent interest rate is not— 

Mr. Suerritt, They i: ave not brought the loans up. 

Mr. Meapows. It is not the interest rate, is it ? 

Mr. Suerrini. Yes; that would have a bearing. I would say they 
are not going to make a 4-percent loan with all the redtape when they 
can take it to another investor and—— 

Mr. Meapows. What is the going rate on conventional loans in 
Williamson County ? 

Mr. Suerriti. Four to four and one-half, you can get good Wil- 
liamson County farm conventional loans. 

Mr. Meapows. How long? 

Mr. Suerriti. Twenty years or fifteen. Franklin, the Southwest- 
ern, John Hancock, and any number of companies are still making 
conventional loans. None makes GI loans. I think if you will put 
enough margins behind the GI credits, they will make a substan- 
tia]—— 

Mr. Mrapows. You mean, increase the guaranty ? 

Mr, Suerrity. Increase the guaranty. 

Mr. Treaccr. We certainly appreciate your comments. Thank you. 

Mr. Mrapvows. Is the group from Austin here yet ? 

A Vorce. No, sir; no one from Austin yet. 

Mr. Meapows. Mr. Leigh, do you want to bring your group up? 


STATEMENTS OF QUINCY LEIGH, WILLIAM OSCHE, AND FRANK 
ROBERTSON, SAN ANTONIO HOME BUILDERS ASSOCIATION, SAN 
ANTONIO, TEX. 


Mr. Tracur. Each one of you give your full name and address. 

Mr. Leen. Quincy Leigh, San Antonio builder, president, San An- 
tonio Home Builders Association, speaking in behalf of the Home 
Builders Association. 

Mr. Oscur. Iam William Osche. Iam a local, State, and national 
director of Home Builders. 

Mr. Rozerrson. Frank Robertson, San Antonio Home Builders. 

Mr. Tracuk. Do you have a prepared statement ? 

Mr. Leicu. I have a prepared statement. 

Mr. Teacur. Will your proceed, please ? 

Mr. LeicH. We understand that your committee desires information 
as to veteran housing production in the San Antonio area. In a de- 
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sire to help secure this information, a questionnaire was presented to 
the active home builders at a noon meeting of the SAHB Association, 
December 8, 1953. 

These questions and answers were as follows: 

1. Number of homes sold under veteran loans in 1952, 740. 

2. Number of homes sold under veterans loans in 1! 53, 778. 

Price range: $7,200 to $18,600. The majority were in the $9,500 
to $12,000. 

1. Downpayment required, none to 10 percent. 

5. Discount required in 1952, none to 3 percent. 

6. Discount required in 1953, 1 percent to 614 percent. 

7. Are VA appraisals satisfactory? Eleven of sixteen builders re- 
ported they were about 5 percent low. 

8. Veteran homes proposed for 1954: The majority reporting indi- 

ited that their plans for 1954 were very indefinite. 

This survey although completed by 16 of 200 active members i is, in 
our opinion, re present: itive of the membe rship. 

Through necessity most builders make plans for financing, land 
purchase, and plan preparation some 6 months in advance of con- 
struction and it is our belief that financing was secured in 1952 for 
many of the homes built during 1953 which would, to some extent, 
account for the volume in 1953. 

Most builders should have their housing program for 1954; how- 
ever, our survey indicates that only 6 of 16 builders have plans for 
VA homes in 1954. 

Major factors which we believe will cause a reduction in GI home 
production in 1954 are as follows: 

To many builders the discount rate and increase in construction 
costs together with a decrease in VA reasonable values make the antici- 
pated profit inadequate for the risk involved. 

2. Builders are experiencing difficulty in obtaining interim financ- 
ing due to the fact that if the originating lender is producing loans for 
own accounts, under present law, he can charge only 2% percent to 
builder, whereas if he purchases loans from builder who acts as 
mortgagee the amount of discount he may charge is unlimited. In 
addition to the above costs, he must bear the expense of processing his 
own loans. 

3. Lending institutions have increased their borrow qualificaions. 

1. Loans for homes under $8,000 are difficult to place and with our 
low-family income of $2,685 average, many veterans are unable to 
purchase homes. 

We believe the creation of a central mortgage bank similar to the 
Home Loan Bank to provide a secondary market for low cost loans 
would be one method w hich woulc l assist in solvi ing these problems. 

Mr. Epmonpson. I assume that this Central Mortg rage Bank peo: 
posal will be advanced in more detail by your nation: al organization ¢ 

Mr. Leten. Yes, sir. 

Mr. Tracur. I would like to announce that there is no smoking 
allowed in the courtroom. 

Mr. Epmonpson. That was the only thing I wanted to ask. 

Mr. Tracur. What would you suggest in place of the discount 
practice? Would you say get rid of the discount situation if it isn’t 
good ¢ 
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Mr. Rorertrson. Of course, I don’t think we would have a solution 
on it, personally. I would rather see the ceiling eliminated on vet- 
erans loans and allow the discount to operate. 

Mr. Tracue. It would all be interest rate, and you would not have 
to worry about the discount. 

Mr. Ropsertson. Yes, sir. You would have the discount, but at the 
same time you would have the ceiling price of the accounts eliminated, 
then that would take care of that. 

Mr. Mrapows. In other words, the appraisal system or setup that 
is used by the FHA at the present time / 

Mr. Rorertson. That’s right, and eliminate the ceiling price al- 
together. That would be one way. The other would be for the ad- 
justment of appraisals through your local VA offices to reflect the 
additional cost to the builder in the discounts you have to pay. 

Mr. Mrapows. It might keep the discount practice with us a lot 
longer than necessary. 

Mr. Rosertson. That’s right; let a free market eliminate it. 

Mr. Leien. I believe it is our feeling that, if the discounts were 
considered in our CRV’s, that our CRV’s would be satisfactory. 

Mr. Ropertson. That’s correct. 

Mr. Epmonpson. | wonder if any of you gentlemen is doing any 
rural home building, or are you entirely in the San Antonio metro- 
politan area ? 

Mr. Leieu. I have done some defense housing in the surrounding 
areas, but other than that, no rural housing. 

Mr. Epmonpson. Have you? 

Mr. Rorserrson. No. At the present time I think most of us are 
doing urban construction. 

Mr. Epmonpson. Can either of you suggest any changes in the rules 
or regulations or laws that would help our program ‘ 

Mr. Ropertson. I have one suggestion that I think would be of 

benefit to the veterans and builders, and by either law or regulation— 
L am not sure which it would take—but you give the option to the vet- 
eran where he can automatically reduce his monthly installments upon 
paying a lump-sum payment instead of making that permissible 
through the Veterans’ Administration and FHA and the mortgage 
lender or the insurance company. Through that, 1 believe it would 
help us to sell more houses, help veterans reduce their payments if they 
wish to without having additional title costs, without having to pay 
another fee for refinancing of his loan. And in that I can also see an 
advantage to the Government, if they wish to eliminate that liability 
by having additional payments of the liability under the insurance or 
guarantee. In other words, we have a number of veterans who have 
come into possession of lump sums, and they are all requesting that 
automatically. 

Mr. Epmonpson. Do you know of instances where the VA has 
refused to let them make lump-sum payments / 

Mr. Roperrson. Not necessarily, but they have to go through the 
VA and FHA and then through the mortgage lender, and then there 
is refinancing, that sort of deal. Usually there is a title premium in- 
volved, sometimes a fee involved, and those fees could be eliminated, 
and they could make that an automatic sort of thing. 

Mr. Oscue. Of course, Frank, that applies mainly where a veteran 
wants to lower his monthly payment. Of course, if a veteran comes 








3076 GUARANTEED HOUSING LOANS IN THE SOUTHWEST 


and wants to pay $1,000 down on his loan, I don’t think you will 
find any sieniatie cuenta ny would not willingly accept that. It does 
not affect his monthly payment. It remains the same. 

Mr. Rorerrson. That is the point—to reduce his monthly install- 
ment at his option rather than the mortgage lender’s option. 

Mr. Epmonpson. Would that have the effect of discouraging mort- 

gage lenders from making these loans / 
Mr. Rogperrson. I don’t think so because it is not an increase of his 
amortization period. ‘They accept lump-sum payments how anyway 
without the penalty. I would not see—except some mortgage lenders 
might not be able to get a fee, and some title company might not be able 
to write a new insurance policy—they might object to it on that basis, 
but that would be the only objection I could see. 

Mr. Epmonpson. I fail to see where new insurance policies would 
have to be written. 

Mr. Osne. Well, mortgage policies, when they extend the life of 
the n ortgage—— 

Mr. Rornerrson. Rewriting, refinancing charge. 

Mr: Oscue. Of course, I think that the institutional investors or 
mortgage lenders would probably look at the man’s credit again. If 
abi redit is YOO Ye | I see no reason why the Vv would ( bject because, atter 
all, that pi Lyment being reduced should make that man a better risk in 


times of low income, and so forth. 

Mr. Ronertrson. To give you a specific example, we have lots of vet- 
erans that have older houses, that would like to sell them and take an 
equity to apply on a lara r house. Through this procedure they 


would probably hs ave enough range to close the veteran loan, and in 
course of time, when they sell their old property, they could have that 
much to turn in in a lump sum and reduce the inst: illments. We have 
id several instances a that. 

Mr. Mrapows. We have heard some testimony in Oklahoma City 
that the builders up Fe re seem to believe, if there was a change in the 
amount of guaranty which the Veterans’ Administration now issues 
on low-cost loans, making 100 percent guaranty up to $7,500 rather 
than the 60 percent, that that might bring mortgage financing into 
very low-cost housing. What is your opinion on that? In other 
words, and along with that, could you tell us also about the experi- 
ences of San Antonio builders here in trying to get into really low- 
cost housing, $4,500 and $5,500, perhaps, for racial minorities? They 
offered as a solution an increase in the guaranty, 100 percent up to 
$7,500. They seemed to think that might attract mortgage capital 
into that type of housing. 

Mr. Roserrson. I think that is altogether possible. It might at- 
tract some but, of course, I don’t think that is an important factor. 
The insurance on the guaranty now seems to be satisfactory. 

Mr. Meavows. They would have the risk—— 

Mr. Roverrson. Yes. It is practically 100 percent guaranty any- 
way the way it operates. 

Mr. Oscuer. I feel, too, I don’t think it is the guaranty that is limit- 
ing the supply of money. I think it is more like any other commodity 
of supply and demand. They are going to look for the largest return 
they can get, and if they can get it through other means than VA 
loans, they are going to make them. If the discount happens to be 
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the means they can obtain a more equal basis than we are permitting, 
uaturally they are going to ask for the maximum discounts. 

I have had 1 man to state that they felt like the 5 percent return 
is what it is going to take to bring the mone y out to any degree and 
that if 41% is being paid by the veteran, it would probably have to 
be subsidized by this extra discount to equal that 5 percent. Well, that 
sounds reasonable in the light that the demand for money is requiring 
5 percent; they are going to ask that. I don’t think a guaranty in- 
crease would really make a great deal of difference. I have had some 
cases where I have sold homes as high as $12,500 on a 100 percent basis 
with a 3,500 guaranty, where a borrower had purchased 1 home and 
needed a larger home, and he came to us and used us. 

Mr. Merapows. Is there any activity to speak of in the very low 
cost housing, $38.500 and $4,500 7 

Mr. Oscue. I don’t believe, other than possibly—not VA houses. 

Mr. Leign. No, sir. There could be some, but it would be limited. 
Twenty percent of our housing would be $8,000 and below. The ma- 
jority of that I am sure would be $6,000 to $8,000. 

Mr. Tracur. <All right, thank you very much. 


STATEMENT OF HOMER H. TURNER, NATIONAL COMMITTEE ON 
VETERANS HOUSING, BAY CITY, TEX. 


Mr. Tracur. State your name and address for the reporter. 

Mr. Turner. My name is Homer H. Turner. I am from Bay City, 
Tex. Iamamember of the national housing committee for the Amer- 
ican Legion. I happen also to be a member of the International So- 
ciety of Real Estate Appraisers, veterans county service officer of 
Matagorda County, known as the GI loan man in Matagorda County. 
I have worked at it for about 8 or 9 years now. I have handled prac- 
tically every phase of the GI loan business. 

Mr. Teacur. We would appreciate any information, Mr. Turner, 
you would care to give us, concerning the GI program. 

Mr. Turner. Well, I am here primarily interested in the veterans 
generally, as well as in the cities and defense areas getting some GI 
loans. 

We know, these days and times, the average veteran out in the field, 
with the high cost of living, especially in our territory down there 
which is higher, I think, than any place, he doesn’t have all the money 
it takes to make the loan down payment, and this and that, very few 
of them even under the few direct loans we are getting. It has bogged 
down the program. I would say in our county, outside of about 10 
wr 12 direct GI loans a year—and it should not be that way because 
we have one of the richest and most progressive counties in the United 
States, the greatest income all the way around, one of the largest 
cattle raising, largest rice raising, largest oil and gas producing county 
in the United States right there, varied industry, two of the biggest 
refineries in the United States on our borderline. 

Mr. Meapows. And there is no guaranteed loans except in the 
larger towns? 

Mr. Turner. We don’t get anything only direct loans there. We 
need the houses. The boys can pay for them, but our rate has gone up 
to 2 and 3 thousand dollars an acre, and the cost of building is higher 
there—— 
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Mr. Meapows. Is there quite a bit of conventional building activity ? 

Mr. Turner. Yes, quite a bit. I am an appraiser for conventional 
loans. Not only that but I have a connection where I make the con- 
ventional loan for them or get it. I work trying to help build, to get 
the buildings, the veterans in all of them, if it happens to come that 
way and it is not too much trouble. I work day and night, 7 days and 
nights a week, spend 1 or 2 days a week in Houston, promoting this 
thing. My committee required when I took the veterans service officer 
job to make all the programs work, and I am one of the only few county 
veterans service officers—the only one I know of in the United 
States—that has made it work. Up to lately I have handled about 
1,000 or 1,200 GI loans down there. 

Mr. Meapows. When did money leave Matagorda County? When 
did it cease ? . ; ¥ 

Mr. Turner. Oh, I don’t know when the last time, must have been 
about 2 years since we have had 

Mr. Meapvows. A guaranteed loan made? 

Mr. Turner. A guaranteed loan made by an insurance company. 
Isn't it, Mr. Andrews? 

Mr. Anprews. That long. 

Mr. Turner. The reason is—understand, our cost is high down 
there. Our veterans don’t have anything except we have the highest 
average income bracket of veterans of any place in Tex xas down there. 
Our veterans are making—hardly any of the *m under $350, that is their 
general average, up to around $400 and $500 a month. But, in turn, 
I have compared. I have worked other sections of the State—for 
instance, in the upper country up there around Bellville, Crockett, 
and Lufkin, the veterans will be making $100 a month less than 
our veterans, but still they will have as much or more money for 
a downpayment on a house, especially up in that German country up 
there. They have that knack it takes tosave money. But the boys com- 
ing in there to Matagorda County are coming in there from all over 
the United States, and they don’t have the money, and they come in 
there and they are broke, and it just costs so much for everything, 
and they need 100 percent GI loans. And what we want is 100 per- 
cent GI loans. And in return, they have good health. We have got 
to have good health in Bay City. 

You know this is a peculiar thing—now, I am representing the 
veterans—I know them. I study them. I talk to them all day long. 
[ have an office out at my house and one down in the service center, 
and they come down there and they tell me their problems. The 
ordinary veteran that buys a home is forever thereafter broke, and 
he is buying the 20- and 25-year home and if he doesn’t get a good 
home, he personally feels like it is because this is a Government ‘deal 
and he has got the privilege to gripe, and he is certainly going to do 
it. And we have a special protection in those laws because I know in 
all of them the nonveteran as well as the veteran, in general, they re- 
quire knowledge in business—they know less of the fundamentals of 
sales and buildings than any other thing I have ever run into in my 
life. 

Mr. Mrapvows. Do you care to make an observation as to how effec- 
tive the Veterans’ Administration’s inspection and FHA inspectior 
procedures have been in offering that protection ? 
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Mr. Turner. You know, as we started out in this veterans program, 
we hi: ud very little prece «dence and very little experience and knowledge, 
both the Veterans’ Administration and the people like myself. We 
had to work it up over a period of 7 years and develop it and learn 
it by hard experience. It has been h: ird. I have made a lot of mis- 
takes, we have all made a lot of mistakes, but we have certainly pro- 
gressed a long way in getting the veteran more for his money in 7 
years, and we have got it down just about now that practically every- 
where when the veteran gets a house under a GI inspection and ap- 
praisal, under the GI program, well, he gets a good house in my 
category. In other words, he is getting a better house than he used 
to, and we have decided they have got to get a better house. That 
should be the fundamentals of the program, to get that house that is 
going to last 20 or 25 years with the least amount of upkeep. 

Mr. Meapows. Is there a savings and loan institution in Matagorda 
County ¢ 

Mr. Turner. Yes, sir; there is one Federal savings and loan asso- 
ciation. 

Mr. Meapows. Apparently it does not make GI loans? 

Mr. Turner. Oh, no. They want about 6 percent now. Colorado 
Savings & Loan Association comes in there, and I understand they 
are getting 6 percent and 35 percent down and 3 percent brokerage 
charge on them. 

I would like to state this from the point of view— if you will per- 
mit me—the Veterans’ Administration and the Veterans’ farm pro- 
gram, in all my experience—they talk about the FHA, they want to 
throw it on intothe FHA. Now, I don’t just stay in one place. I try 
to represent the veterans all over Texas, and I go around and see these 
things. The Veterans’ Administration appraisal system, it is better 
than the FHA. It has a different objective altogether. They ap- 
praise for the loan value on the house. We appraise for the sale 
value. And we are out there, we are working with the builders. We 
are teaching them how to build a better house. We don’t just make 
three inspections. I make sometimes 15 or 20. I have got 1 house 
now I have been working on 6 months for the builders to go back there 
and finish that house. Those are little things, you see. Those are the 
things that are protecting the veterans and their wives. It is the wives 
that cause most of the trouble. It isn’t the veteran. 

Mr. Meapows. Do you want to leave that in the record ? 

Mr. Turner. It don’t make any difference. I have got a wife. She 
causes most of my grief, too. 

But now, may I suggest here—and I am as convinced in that— 
separate all veterans’ Government guaranteed loans from any con- 
nection with the Federal Housing Administration. I have talked 
with them, I have prayed with them, I have compared with them. 
I have gone out on their job. This is because the FHA minimum 
construction requirements allow for too low a minimum construction. 
Just what they say the requirements are, they can get by. In other 
words, that is the bible on both these loans, FHA and GI. If they 
go out and build a house according to minimums, we can’t tell them, 
so I have been told time and time again. I tried to, there in Hous- 
ton, and we can’t force a builder to go back and do better. All right, 
us VA appraisers, we have a lot of additional things to make these 
houses better, and we have practically the right to go out there and 
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dictate, “If you don’t do this we will take it up and you don’t get an- 
other loan. We want it this way.” And if they are reasonable, they 
Gott 7 ; 

Of course, we have a few shyster builders, but this has been an edu- 
cational program, and we find that the better builders want to build 
better houses and they will go along with us, and we work more per- 
sonally with them down there. And we have just developed in the 
Houston territory where I work—and I think it is general—a higher 
tandard for veteran houses under the GI loan program than FHA. 
We are getting better houses than they put up. And I will say as far 
as I am personally ae sims I don’t like this so-called defense hous- 


ing project. Of course, we don’t have these projects out in our terri- 
tory like Wharton C cane where I work a lot, and Matagorda County. 
We have never gone into that. But when you get into that project 


stuff, and they go in there, and they get a bunch of subeontractors, 

1] then, they start cutting down on it to get that price. They 

ave got a price set in advance for them. Now, the price is very low. 
Wa get SSOO more for peo it a 900-foot house in Matagorda County 

| Bay City than they get right across the line in Brazos County for 
that defense housing project stuff. You can’t tell me—thev can’t 
put that same stuff in that $8,000 house that we do over there for 
$8,800. They just can’t do it. It isn’t there. I have watched this 
stuff. I have figured it back and forth. I set up specifications. I 
even help them. I go out and get the plans, help them draw them. 
I figure costs every way in the world. 

We want the veterans to get 100-percent loans. We want them to 
get the best house that can be built, but we expect them to pay for 
the house, and they can’t pay this 7 percent brokerage charge. 

Now. I find the brokers are coming out—the ‘re are three of them 
working my town, coming through our territory the other day. They 

called me. They called Mr. Luther, who isa builder and a veteran and 
a German on our veteran housing committee, of which we have a 
group down there in the two counties, Wharton and Matagorda County. 
(nd they told us, “We got a lot of loan money now. I would like to 
let you have some loans.” But 7 percent brokerage, see? We — 

don’t have builders that is going to pav that brokerage fee. T hey ¢ 
pay 2 percent brokerage and the veterans pay 1. They can get bi 
W ith th it, but they can’t build the quality of house that we are demand- 
ing ther ‘re—and in that low, flat country where the water—it rains and 
we have ew and fogs, and so on—we have e¢ot to have a better house 
= an they have in most places, and they are better. 

this booker age charge, I don’t know—it just got out of control, 
wie ] think they are making a racket out of lots of it, if you ask me. 
It is wrong. It is something that the mortgage bankers—we have 
got about 20 of them—of course, this is just my opinion; they may get 
mad at me; all right—we have got about 20 of them over there at 
Houston and didn’t have 2 of them when this GI loan program—oh, 
maybe 4 or five—they are just working the territory. Well, they 
have got a new way to make some money. Everybody wants to get in 
on the veterans’ program. That is the whole trouble, everybody has 
got to get in on it and make some extra money. 

Now, these are the problems on veteran housing and loans: 

Lack of high enough standards in minimum construction re- 
quirements. This is because most veterans’ loans run 20 and 25 years. 
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2. Separate all veterans’ Government-guaranteed loans from any 
connection with the Federal Housing Administration. This is be- 
cause the FHA minimum construction requirements allow for too low 
minimum construction requirements, and most veterans are demand- 
ing and expecting higher standards. 

3. Cause the Veterans’ Administration to set up their own set of VA 
minimum construction requirements. 

1. Allow for a more extensive inspection of VA-guaranteed houses 
for veterans. ‘Three inspections are not enough. 

3d. Recall or cancel, generally, the so-called defense housing pre ject 
type of building for veterans housing. Unless a greater control by 
the VA or VA inspectors is instituted on this type of housinge— 
because of the generally low prices bid and allowed on this type of 


+ 


housing, and with generally low minimum-constructions requirements, 
much inferior housing is resulting from it. 

6. institute a syste mm W he reby a higher standard of veterans housing 
will be built and preference be given that type of house for veterans 
by allowing the builders premiums on the same. (Generally speaking, 


much erief has resulted and much inferior housing has been built 
because of price squeezing or profit squeezing against the contractors, 


whic! has in t irn been ca ised by low appraisals and also excessive 
mortgage discounts forced on builders in many areas and in many 
cases, ' ; 
1 I: ne some W ay of stopping excessive bi okerage charges and mort- 
gage discounts on veterans hou ing. We will probably have to raise 
t t even then I doubt that a higher 
interest rate will suffice. It would probably be better to pass a law 
limiting the brokerage rates or discount sales to a figure of, say, 5 
percent and allow the veteran to pay half of the same; or to get loans 
in smaller cities and towns to any needed degree more money for 
direct loans may be the only answer. 

8. Give the Veterans’ Administration authority to control over- 
building in any given town or city or area. This is also resulting in 
some areas, such as in the defense areas and in some of the larger 
cities, causing the veterans to take a loss in both the quality of housing 
he is getting and also many veterans are taking losses when they sell 
or lose by foreclosure their homes. 

Mr. Teacur. All right, Mr. Turner, thank you very much. 


he interest rates to stop this, bu 


STATEMENT OF JAMES E. KLAVER, INVESTOR, SAN ANTONIO, TEX. 


Mr. Tracue. Will you state your full name and address and occupa- 
tion to the reporter ¢ 

Mr. Kuaver. James E. Klaver, executive vice president, Mortgage 
Investment Corp., San Antonio, Tex. 

Mr. Teacur. Mr, Klaver, we would appreciate any information you 
think would help us. 

Mr. Kuaver. I didn’t prepare a statement. 

Mr. Mrapows. Shall I start you off? 

Mr. Kuaver. Yes. 

Mr. Meapows. We have been interested here and heard considerable 
testimony here this morning from various people connected with the 
building industry, about the current situation relating to mortgage 
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bonds. Is there anything you could tell us about your present experi 
ences, whether it is the result of your own financing experience or 1S 
oming from what you are being told, what the outlook is for the next 
60 days, the amounts and discounts involved, the types of restrictions 
that are being placed on the money coming in, and that sort of thing. 

Mr. Kuaver. I should have made a statement. I will be glad to 
‘ er any questions as best I can. 

We have been in the GI loan picture since its inception about a year 
back. We have made loans in some small communities that VA is now 
more opposed to loan in. I think there are reasons why. We have 
made arge volume of GI loans in San Antonio, Corpus Christi, 
Austin, Victoria, a lot in the smaller communities to the south of us 


between Corpus Christi and Victoria and San Antonio, feeling that 


we have a responsibility to the veteran as well as, of course, having 
al oppor nity to increase our mortgage port folio. We represent 
life-insurance companies exclusively. We have no funds of our own 
to invest, and we have represented them for about 12 years. 


I don’t believe that the statements that we have heard concerning 
the unavailability of GI funds has been exactly correct in the last few 


months. We have never been without GI funds but we have not been 
abie to place this money on the terms that the builders and other 
people interested in that particular loan have demanded. We have 
been—they have demanded no downpayment, 25 or 30 years where 


possible, and our investors are not inclined to buy that type of invest- 
ment anymore than they would some other commodity they feel was 
not. best for their investments. 

Mr. Tracur. Generally, what type of investment—what type of 
proposition are they interested in, Mr. Klaver? 

Mr. Kuaver. Well, we have during all of 1953—about the toughest 
deal we have had is a 5 percent downpayment which includes the 
closing costs. We can go up to 25 years on a house up toa sales price 
of $12.000 and 20 years. In other words, it follows the regulations 
that were passed by the Veterans’ Administration themselves up 
until a few months ago when that control was taken away. As I say, 
we have never been able nor are we able at this time—we have GI 
money to ot for various insurance companies. 

Mr. Teacur. What about Kerrville and Fredericksburg. Have you 
made loans there! 

Mr. Kuaver. The small communities have had a little bit more 
difficulty than by the direct lending program that is in progress right 
now, 

Mr. Treacur. Have you been able to take some of that? 

Mr. Kuaver. Of course, it has taken quite a while to get through 
the loan, maybe you know that, and that has been the objection, be- 
cause it puts the builder and the veteran and everybody concerned 
on about a 6 months basis in getting the house. But the direct lend- 
ing program has been available through certain sections of this area 
right around San Antonio. 

Mr. Mreapows. Do most of these insurance companies specify a price 
range in which they wish to participate? 

Mr. Kuaver. I tell you, they have to when there is an allocation 
present. We have some investors that will say, “Send us your group 
of loans at whatever the current price might be,” where some of our 
investors have to, because of their own requirements, they have to 
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have a definite allocation per month for the year 1953, and they have 
been on a definite basis, whereas the mortgage might have gone over 
it or it might have been better, but because of the definite alloc ‘ation, 
we have not been able to perform on that. 

Mr. Meapows. Do you deal in existing properties? 

Mr. Kiaver. Not very much. We have not been able to because 
of the discounts which are not permissib le to be charged to the vet- 
eran, So your investors are just‘not able under those circumstances. 

Mr. Meapows. Your investors are not interested under those cir- 
cumstances ¢ 

Mr. Kuaver. Well, I think there is something being done about 
that. I think your present committee is running an investigation 
and will continue running an investigation, which will make the older 
houses more in line for resale and for purchase by the veterans and 
by other people. I think only with that program can they bring this 
thing alon g together, because you can *t handle it with just new houses. 
You have got to do something with the old houses. 

Mr. Mrapows. We have heard both here and in Oklahoma City 
Mr. Klaver, some note of optimism about the availability of mortgage 
financing improving. What is your attitude on that? 

Mr. Kraver. Well, we have been optimistic in the last few months 
where it could have been the other way. I mean, there has been a 
period of about 90 days that, locally, there was approximately $80 
million or $90 million of money put out by various savings and loan 
associations at a price we could not touch. In other words, they put 
out 100 percent money, and we *y hi vi done a wonderful job here in 
San Antonio; but, of course, it has been tough for a company like 
our own because we had very Tittle people with that money. But 
your program here in this city, I think, has not bogged down to the 
extent where I think there should be any great amount of complaining. 

Mr. Mrapows. Here in the city? 

Mr. Kuaver. That is correct. 

Mr. Mreapows. Do you have any ideas you would like to advance 
in the way of suggesting changes, actual changes, in the law or 
regulations ? 

Mr. Kiaver. Let me suggest this to you—the only thing is the inter- 
est rates. There has been quite a bit of talk of free interest rate. I 
think that is the solution to it rather than your controlled discount or 
your controlled rate of interest which makes your discounts possible. 
Now, these people have complained about discounts, and I don’t like 
them any better than anybody else, and we are in this business to make 
loans and compensate ourselves, but the builders and the veterans 
both have to come along with us or we can’t go. 

Now, in your smaller communities like Kerrville—well ,we are mak 
ing loans now in Victoria—but in your smaller communities, if that 
rate were allowed to be set by the regional director of the Veterans’ 
Administration, with his approval, I think there are plenty of in- 
vestors that would be glad to buy those loans on a basis set by the 
local VA, which, of course, would be more than the local rate. With 
so much discussion made about the change in the rate from 4 to 414 
percent, there would be probably a fit thrown, but it would be a solu- 
tion at least to the situation, because I am sure the investors feel the 
VA loan must bring a certain amount to them or they are not inter- 
ested in buying. They will buy other things. 
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Mr. Mrapows. Do you service GI loans? Does your company 
service GI loans? 

Mr. Kiaver. Oh, yes, sir. 

Mr. Merapows. In the smaller communities, say down south of 
here, are there local institutions—assuming one of these insurance 
companies wanted to put considerable amounts of money down there 
in one of these smaller towns, are there servicing institutions which 
could handle it for them ? 

Mr. Kuiaver. Well, we do that direct. At the present time we are 
doing a statewide business, and we have an ollice in Corpus Christie, 
an office in Dallas, and from these offices we service the western part 
ol the State: and from this oftice Victoria and the surrounding towns 
and Corpus Christie and on down in the valley. ) 

Mr. Mrapows. Do these people make their payments by mail ? 

Mr. Kiaver. Make all their payments here in San Antonio. 

Mr. Meapows. Is that all by mail? 

Ir. Knaver. All mail, yes. 
Mrapows. Your servi ing—— 

Mr. Kuaver. Serv icing is our prob lem, of course, after you create 
your loan. but being in a statewide business, why, it has not—well, it 
has been a problem. 

Mrapows. It is not a factor to keep money out if there is a de- 
sire for it to go there ? 

Mr. Kraver. Oh, no, because our investors we are doing business 
with have made their own investigation as to our ability to do the 
collections. 

Mr. Meapows. The reason I asked you that question, the lack of 
available servicing facilities was advanced in our hearing in Okla- 
homa as one of the prune reasons why money was hot mo\ ing down 
in these smaller communities. But you say you are pper ating on a 
statewide basis and by mail and find it no partic ular problem ¢ 

Mr. Kuaver. Well, it has not been. In the last few months we have 
not been able to go in the smaller communities because the funds have 
been more or less limited. But when we had funds available we did, 
as our records will show. We have taken loans in many of the smaller 
communities around 5,000 population or 6,000, nothing much in the 
smaller ones, but here is where your direct program is supposed to 
help out. 

Mr. Meapows. Of course, there is no question that if you moved 
into a flurry of defaults, you would have somebody traveling a lot. 

Mr. Kiaver. Well, we do have now. We have people out “of our 
own oftice—now, in each of the communities in west Texas, for exam- 
ple, we have agents, who are usually fire-insurance people or real- 
estate people, that if we have a problem they go out and make our col- 
lections or make our visitation with these borrowers at that point. It is 
very seldom we take people out of this office out in west Texas. We get 
someone out there to service it. 

Mr. Meapows. Do you have a view about this revival of the second- 
ary mortgage market through some device or another such as this 
corporation-type idea that is being advanced by some of the associa- 
tions of the homeowners / 

Mr. Kraver. What is your question ? 

Mr. Meapows. Do you have any opinion about that? Some people 
feel it is sound. 
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Mr. Kuaver. I think on paper - basically that is one of the nicest 
ideas I have ever heard of, but I don’t think it would work, and I 
think they are finding that is true because it lacks—it requires some 
outside investor to buy the debentures and to buy the bonds, and | 
don’t think at this point many of these insurance companies could buy 
that kind of paper according to the law they represent—because of 
the laws that control their operation, they can’t buy that kind of 
paper. But the idea on paper, it looks like a marvelous plan. But 
I don’t know. It is going to take a lot of trying before it can work. 
But the idea is based, I think, after the pattern of the Federal National 
Mortgage Association or other secondary markets. At the time when 
they were buying loans, of course, your GI’s had no difficulty getting 
loans. But I think, maybe not through that particular source but 
through other sources where loans could be sold, that your mortgage 
companies and other people would be more than happy to make loans 
in any hamlet or any city of the United States. Our records would 
indicate and show you that we have done our share of making those in 
the smaller communities. 

Now, another thing—you asked for a suggestion—I think another 
thing you can do: if your local or your regional directors could be 
given a little more authority to handle your VA problems that may 
not be common to some other region in the United States—in other 
words, we have got problems here in Texas that they would not have 
up in Minneapolis or some place like that. If your regional director 
would be able to decide here on his own, like we have to run our own 
business, we have to take some chances, different things like that—if it 
could be put on that kind of basis here that would help your local 
situation a lot, too. 

Mr. Tracue. You are speaking specifically there of interest rate? 

Mr. Kuaver. Well, I think your interest rate—I mean he would 
have to control that. In other words, if we would present a GI loan, 
to me that is no different than an automobile or any other commodity 
you might want to sell. I mean, when it comes to buying and selling 
that is ‘whi at you have got and, if you have got an automobile that is 
attractive and nice looking, it has a better chi ance of sale. Now, the 
same is true of houses. You have got areas in San Antonio alone that 
might command a 4-percent rate, but if you go out on the fringe of 
the city or you go out to some of the little towns below us here, w hy, 
414—T mean a 5- percent rate would not be uncommon. But I believe 
with that sort of change, flexibility in your interest rate, we would 
have an opportunity at least to place those loans again. 

Mr. Mrapows. It seems you are discussing two different things. 
You know, there has been advanced from time to time the sectional 
or regional type of interest control rather than just a free seek-its- 
level proposition ? 

Mr. Kuaver. Yes, I know, but what you have, you have a universal 
rate now of 41% percent. 

Mr. Mrapows. There seems to be three alternatives: the universal 
rate, a sectional control of interest rates, or just no control. 

Mr. Kuaver. I think, rather than—if you left it up to the jurisdic- 
tion of each of your regional offices of the VA as to set tting the rate of 
interest on that partic ular type of commodity, I think that would be 
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a reasonably quick solution and free your funds available for invest- 
ment. 
Mr. Meapvows. We found, in discussing that particular plan with 


the Administrators of VA and FHA, that they said they could see 

1 lot of trouble and they are not too optimis stic. 

Mr. Kuaver. Well, the director of it would have a lot of trouble, I 
admit that, because he would have to arbitrate between a house setting 
on this side of town and one right next to it. He would have to be 
the arbitrator. But a sectional deal would be better, rather than 





Mr. Mrapows. House to house ? 

Mr. Kiaver. House to house; yes. But I think there are going to 
be lots of things we all can do to promote this, because we are Just 
as much interested in the home builder and the veteran as we are in 
our loan activities, because none of us can go ahead unless we all 
work together on it. And I am not m: aking any accusations against 
any home builder or their group “re than the fact we have not been 
able to meet their demands of a no downpayment and 30 years, if 
possible, because—naturally, it is easier to sell houses on that basis, 
but we have not been able to meet it. But I want to go on record as 
saying we have never been, up to this point, without GI funds for 
houses or for a commodity that would measure up to any normal 
standard pattern. We are still looking for GI loans. 

Mr. TEAGt E. Have some of these builders contacted you ¢ 

Mr. Kuaver. Well, I know most of them, and I have discussed it 
with them quite a few times, but I think they know our situation very 
well. We have explained it to them many times. 

Mr. Epmonpson. Would your organization or your group, Mr. 
Klaver, be opposed to extension or enlargement of the direct loan 
program in the rural areas for farm-loan programs ? 

Mr. Kiaver. Well, it has not been operative up to this point, and 
there have been times when I think a direct lending program would 
have he lped considerab ly in some of the small communities, But [ 
definitely think you should not come into communities where you have 
a program already established by private enterprise. I think that 
would be wrong because that is not what you are trying to get at, I 
don’t think. 

Mr. Epmonpson. I think Congress would certainly want to put 
safeguards in the law and to see it didn’t come in and compete with 
private enterprise. 

Mr. IKLAVER. Well. I think SO, but there are boys, these fellows 
living in the rural communities, they are just as much entitled to a 
home as fellows living in San Antonio, because they happen to live 
there rather than here and can’t have a house, that is wrong. I don’t 
think this direct lending program should come into a community 
where you already have est ablished facilities. 


Mr. Tracvr. All right, sir, thank you. 


STATEMENT OF L. R. CARY, SAN ANTONIO BUILDING & LOAN 
ASSOCIATION, SAN ANTONIO, TEX. 


Mr. Teacur. Mr. Cary, would you give the lady your full name and 
address and your organization for the record ? 

Mr. Cary. L. R. Cary, executive vice president, San Antonio Build- 
ing & Loan Association. 
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Mr. Meapows. Mr. Cary, we don’t want to take too much of your 
time. We appreciate your coming. We would like for you to tell us, 
if you will, the scope in the past and your present participation in the 
veterans home-loan program. 

Mr. Cary. I didn’t go back a year or two to get us figures, but I do 
have some figures I can give on home Woaniis: We have on our books at 
the present time about $10 million. We have 4 million commitments, 
out of which we are in process of buying, as soon as the houses are 
finished and sold, which makes a total of about $14 million. 

Mr. Meapows. That represents what percentage 

Mr. Cary. Twenty-six percent of our total loans. 

Mr. Meapows. What is the nature of your business? Is it new con- 
struction or loans placed through builders on existing property ¢ 

Mr. Cary. Definitely new construction almost entirely. 

Mr. Meapows. Do you have some sort of ground rules for downpay- 
ments and minimums, square footage, and that sort of thing? 

Mr. Cary. We don’t. Appraisals are dictated by the Veterans’ 
Administration, of course, and, of course, there might be some localities 
we didn’t want to go in, something of that kind. 

Mr. Meapows. Do you require some minimum downpayment ? 

Mr. Cary. We are not doing it at the present time, which I inci- 
dentally think is a big mistake. For some reason, some of the lending 
agencies or builders or someone started that arrangement in the past 
year, 100 percent, and naturally everyone followed suit. I still say 
I don’t think that is right at all. 

Mr. Meapows. Can an individual attempting to purchase an old 
house come to your bank and deal with you on an individual basis and 
secure a loan for no profit ? 

Mr. Cary. At this time; no, sir. 

Mr. Meapows. Will you secure a loan for old property ? 

Mr. Cary. No, sir. 

Mr. Mrapows. You have in the past participated in old property ? 

Mr. Cary. We have, but even at the inception of the VA system, 
very, very few loans were made on old houses. 

Mr. Mrapows. You don’t go outside the city of San Antonio; 
do you? 

Mr. Cary. No, sir. Naturally, we don’t stop at the city line but 
we stay in this county or practically so. 

Mr. Mrapows. You don’t act as a broker for out-of-town investment 
companies / 

Mr. Cary. No, sir. 

Mr. Meapows. Do you service loans for out-of-town borrowers? 

Mr. Cary. I was going to say I would modify that. In 1946 and 
1947, along there when money was scarce and we made more loans 
than we had money for, we got some operators and insurance com- 
panies in the East to take over the surplus, and we did the servicing. 
We are servicing about $2 million now because we have not sold any 
notes in 3 years. 

Mr. Meapows. Now, how does the situation in the next 60 or 90 
days—how does the outlook appear to you, Mr. Cary? What do you 
care to say along that line? Do you expect to stay in the GI lending 
field ? 

Mr. Cary. As long as we can make a profit; yes, sir. 











3088 GUARANTEED HOUSING LOANS IN THE SOUTHWEST 


Mr. Mrapows. You have heard some little bit of optimism here to- 
day, and it was the same way in Oklahoma City, that investment capi- 
tal might come back in—— 

Mr. Cary. Well, I was talking to one of our correspondents in the 
_ Friday. He was out here, comes around once a year, and he said 
they were going to have a meeting this week for their directors, the 
nah committee and so forth, and map out their plans for 1954. But 
right in the next breath he said they were not contemplating and would 
not take 100 percent loans, which, as I say, all this year we were build- 
Ing g up a bunch of paper and it would not be salable. It makes no dif- 
fe »to us because we are keeping our loans. 

Mr. Tr iGUE. No questions. 

Mr. i DMONDSON., No que stions. 

Mr. Meapows. Is Mr. French here? 


STATEMENT OF GUY D. FRENCH, FARM & HOME SAVINGS & LOAN 
ASSOCIATION, SAN ANTONIO, TEX. 


Mr. Mrapows. Will you state your name and title and the name of 
your company £ 

Mr. Frencu. Guy D. French, vice president, Farm & Home Sav- 
ings & Loan Association, 202 Jefferson Street, San Antonio br: anch 
office. We have six branches. I am speaking princ ipally for the San 
Antonio segment. 

oa Mrapows. Your home office is Missouri ? 

. Frencu. Yes, Missouri. 

Me Mrapows. We would like to hear a little of your past activities 
and present operations in the home-loan field, and would particularly 
like to hear a discussion of your operations on the farm loan. 

Mr. Frencu. We don’t, under our Federal insurance, we are con- 
fined to just urban properties, nothing outside the city. 

Mr. Mrapows. Does your company—it has a farm lending oper- 
ation ¢ 

Mr. Frencu. That name is confusing. We have not made a farm 
loan for 4 years. 

Mr. Mrapows. It is 4 years since you have made a farm loan ¢ 

Mr. Frencu. Four years. Under Federal insurance we can’t make 
farm loans. 

Mr. Meapows. About what has been the scope of your activity in the 
GI home-loan field ? 

Mr. Frencu. We have been in the GI field ever since its inception. 

Mr. Meapows. At the present time, how does the veterans paper, 
percentagewise, compare with your total holdings? 

Mr. Frencu. Well, around 75 percent FHA and GI, about 20 per- 
cent of it FHA and GI’s would be FHA and 80 percent GI's. 

Mr. Mrapows. In other words, you have been in the program very 
heavily ? 

Mr. Frencu. Very heavily. 

Mr. Mrapows. Are you active at the moment? 

Mr. Frencnu. Yes. 

Mr. Meapows. To what extent? 

Mr. Frencn. Well, we have commitments here in San Antonio at 
present which are not run out, about $3 million, and about $6 million 
a year program on the veterans. 
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Mr. Mrapows. Is this activity limited to new construction ¢ 

Mr. Frencu. New construction. 

Mr. Meapows. You don’t deal in existing properties ¢ 

Mr. Frencu. No. 

Mr. Meapows. Do you deal with individuals or do you place this 
money entirely through builders? 

Mr. Frencu. Through builders. 

Mr. Meapows. Can an individual veteran come in and get a loan? 

Mr. Frencu. No. 

Mr. Meavows. Entirely through builders? 

Mr. Frencu. That’s correct. 

Mr. Meapows. Do you participate in the 100 percent downpayment 
loan ? 

Mr. Frencu. Yes, 100 percent, 25 years. 

Mr. Meapows. I assume you have certain restrictions as to localities 
and buildings and price range? 

Mr. Frencu. Yes. That would be entirely on the project. We 
would consider— 

Mr. Mrapows. You consider it by the project? 

Mr. Frencu. That’s correct. 

Mr. Mrapows. Have you participated in any of these very low 
cost houses ? 

Mr. Frencu. No. 

Mr. Meapows. $4,500 and $5,000 ? 

Mr. Frencu. No. $8,500 up, either $8,000 or 15 is about our price. 

Mr. Mrapvows. Are you still in these current operations to $8,500 or 
are you above that? 

Mr. Frencn. From $8,500 to $15,000, most of it around $10,000 or 
$12,000. 

Mr. Mrapows. Most of that is 100 percent downpayment ? 

Mr. Frencu. Most of that is 100 percent downpayment. 

Mr. Meanows. Can you give us an idea as to what you think the 
future holds? 

Mr. Frencu. We think we will do about the same ratio in 1954 as 
1953. We make our commitments in May for the next year. 

Mr. Mravows. You have not fulfilled—that is your present pro- 
gram ¢ 

Mr. Frencn. We are just running that out now. Around the Ist 
of the year we look ahead and see what we contemplate in 1954. That 
is the way we handle it. 

Mr. Mranows. You don’t act as a broker in the investment field ? 

Mr. Frencu. No. We have the same deal like Mr. Cary, where we 
were short of money to keep the veterans’ program going, we sold 
paper to a veterans bank in New York, which we service, to replenish 
our supply of capital. We have about 30 million overall. We have 
about 6 million here that we service up for other people. 

Mr. Mrapows-. Have you ever bought any direct loan paper? 

Mr. Frencnu. No. 

Mr. Mrapows. Your company has not? 

Mr. Frencn. No. 

Mr. Evmonpson. Did I understand you, Mr. French, to say your 
Federal insurance restricted your operation just to urban areas ? 

Mr. Frencu. That is correct. 
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Mr. Epmonpson. In other words, you could not even finance a home 
if it was outside the city limits ? 

Mr. Frencu. We can, conventionally, not under FHA or VA. We 
will take little rural, country estates, something like that, where the 
title is in the city, but we have very little of that kind of loan. We 
have been princ ipally on projects. 

Mr. Epmonpson. I can understand the project reasoning, all right, 
but I wasn’t familiar with a Federal regulation restricting you to “the 
city-limit lending. 

Mr. Frencn. They confine it to that, not over four families and 
within the city or county. We have not gone outside the city limits 


= . 
except mostly conventional— . 
Mr. Epmonpson. Wouldn’t your insurance requirements be the same , 
on conventional loans? ° 
Mr. Frencu. We have supervisors that tell us where to stop, what 
our lending policy is. We follow that. 
Mr. Mrapows. This is a matter of your charter; is it not? 
Mr. Frencu. Well, yes; that is true. 
Mr. Meapows. A restriction of the Home Loan Bank Board? 
Mr. Frencu. The Home Loan Bank and our association. 
Mr. Epmonpson. A restriction of the Federal Home Loan—— 
Mr. Frencn. The Federal Insurance Corporation. They dictate 
the policy, no matter what loans we make. 
Mr. Epmonpson. Y am very much interested in that. Are you 
aware of what regulation or what requirement it is in their agree- 
ment with you that restricts you from making a loan on a home out in 
the country ? 
Mr. Frencu. No, I don’t know, but I just know that is the way it has 
been, the specified policy, all through the years ever since we have had 
Federal insurance on our houses. 
Mr. EpmMonpson. I am a little bit doubtful that that is a Federal 
regulation requirement. It might be a requirement of the company. 
Mr. Frencu. I mean, that has been rigid so long I have taken it 
for granted. \ 
Mr. Epmonpson. If ee is a Federal regulation restriction like 
that I would like to get it located and do something about it. That 
might be one of the road bloc ks we have to lending out in the country 5 
areas. 
Mr. Frencu. That comes up as a matter of servicing—I mean, it is - 
a matter of policy of our company, if we had trouble with the loan we > 
would not have the expensive matter of servicing if it is out in the 3 


country. 

Mr. Epmonpson. Well, I can understand it as a service proposition, 
as a company policy, that that might be so, but I can’t understand any 
reason why the Government would stop you from making that kind of 
loan out inthe country. Iam justa little bit doubtful that that is the 
case. 

Mr. Frencu. Well, I may be wrong about it. I know it has been 
our policy so long 

Mr. Epmonpson. I would personally appreciate it if you would 
locate or if you can locate some such Federal regulation back in your 
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office, if you will send it in tothe committee. It would be very helpful. 

Mr. Frencu. I will be very glad to. I will go over that as soon as 
I get back. 

Mr. Epmonpson. I would appreciate it very much. 

Mr. Meapows. Thank you very much. We appreciate your coming 
here. 

Mr. Cart? 


STATEMENT OF C. W. CART, FIRST FEDERAL SAVINGS & LOAN, 
SAN ANTONIO, TEX. 


Mr. Tracur. Would you state your full name and address and title? 

Mr. Carr. C. W. Cart, president, First Federal Savings & Loan, 
San Antonio. 

Mr. Meapows. Mr. Cart, you have heard discussions, of course, of 
the two previous gentlemen. Could you give us a little bit of a de- 
scription as to your company’s participation in the Federal Home 
Loan ? 

Mr. Carr. Yes, we have participated in it more or less from its in- 
ception, and then we had a little period in there where we were short 
of money, I would say in 1946 and 1947, we didn’t make loans and sell 
them. We just got out of the picture altogether. We have been back 
in now for the past year. For the past year, 1 would say 75 percent 
of our lending has been GI lending. Our note portfolio now is 75 
percent GI loans. They have been very satisfactory. I have not 
made a foreclosure. 

Mr. Meapows. You have never had a foreclosure ? 

Mr. Carr. No, sir. We check every credit report before we send 
it in. 

Mr. Tracur. What about the future? 

Mr. Carr. It looks like we are going to continue. I am having : 
little discussion with the present builders because I am wanting a 
little more discount than I have been getting, and if we continue in 
business we are going to get more. 

Mr. Tracur. Do you have any objection to saying what range of 
discounts the discussions were around! If you do 

Mr. Carr. Oh, no, no. We have been making loans without any 
discount. Now, for the last $4 million or $5 million in loans we have 
made—we have had a 2% percent discount. Now, then, it looks like 
it is going to take a little more than that for the reason that all the 
money we have is savings of men, women, and children. We pay 
them 3 percent for it. Now then, we feel that we are entitled to about 
a 5 percent return. Everything we do, our help and everything, costs 
so much money, and I am going to ask them and have already told 
them so, and they have already kicked, that we are going to have to 
have somewhere around a 5 percent discount on it, on a 25-year loan, 
to net us about 5 percent, and we can’t very well operate unless we do 
get 5 percent. That is not too much for anyone to pay. That is the 
position we are going to be in. Right this minute I will stop making 
them—along about the latter part of the summer, we are not issuing 
new commitments. We are still closing many commitments that are 
outstanding, but I told these builders all new commitments we are 












































3092 GUARANTEED HOUSING LOANS IN THE SOUTHWEST 


proing to have to have a larger discount than we have been having. 
We are buying their money. ‘This year we h: ud to go up to 3 percent. 
We were buying this money for 2%, That also went up in price, te) 
we went up to 3. Now then, we are not going to be able to continue 
with our present GI program unless we get a larger discount on the 


money. 

Mr. Mrapows. Do you deal exclusively in placing your money in 
new buildings? 

Mr. Carr. New buildings altogether. 

Mr. Meapows. You don’t deal in existing properties at all ? 

Mr. Carr. No sir, we do not. We did in the beginning but in the 
last few years we have not. 

Mr. Traeue. You don’t go outside the metropolitan area of San 
Antonio ? 

Mr. Carr. That is right, we don’t go further than we feel we can 

service, I would say 45 minutes or an hour from our office by car. 
That is far as I want to go because I can’t service them otherwise, oan 
we feel like servicing them for the reason that we have no foreclosures 
n an association there of 1,500,000, have not made a foreclosure since 
1939, and every builder submits his credit report to us, and we okay 
it. We have had to turn down some. Many of them submit very 
ood deals 

Mr. Mrapows. Do you find that the Veterans’ Administration credit 
check generally is adequate ¢ 

Mr. Cart. Yes, but we always do it ourselves before we send it 
over, then seldom do we have one that comes back. We turn them 
dow ninour office before they oet there, 

Mr. Meapows. Are you making 100 percent GI loans? 

Mr. Carr. Yes, 100 percent, 25 years. And it looks like we are 
going to make a x ood many in 1954 if we can make it earn enough to 
doit. If we can’t, we have to do something else with our money. 

Mr. Mreapows. Thank you, sir. 

Mr. Tracur. Thank you. 

Mr. Meapows. Mr. R. E. Bell? 

Is Mr. Phillips in the room ? 

Is there anybody who would like to testify that we have not called 
on 4 

Mr. Tracur. We want to express our appreciation to you for coming. 
Certainly you have contributed to our knowledge and we feel we should 
be in a much better position to go to Congress when it starts in J: anuary. 
Again I want to thank you all very much. 

Mr. Mrapows. I would like the record to show that Mr. Phillips 
will mail some additional material to the committee to be added to his 
testimony. 

Mr. Tracue. The hearing is adjourned. 

(Whereupon, at 2:35 p. m., the hearing was adjourned.) 





